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Black Markets Are a Threat to 
Basic Credit Principles 


Character, capacity and capital are the historic foundation stones of good credit. 
While these three essentials are of equal importance in sound credit, emphasis is 
usually placed upon character, for without it no credit commitments can be said 
to be safe. 


Credit executives in certain fields of industry, particularly in textiles, are very 
much concerned today over the credit worthiness of some of their possible customers 
of tomorrow. These credit executives realize the extent of black market operations not 
only in their industry but throughout the nation. They may not be able to put their 
finger on the guilty individuals or firms, but their conclusion as to the existence of black 
markets is fully supported by strong circumstantial evidence. Naturally they seek to 
avoid dealing with this type of unpatriotic business man and should not knowingly 
transact business with him or his organization. 


Financial executives also realize that black market operators are presently accumu- 
lating considerable capital. It is tainted and tax evasion capital, but it is nevertheless 
existent and its eventual use may become a problem in the postwar era. Credit executives 
would welcome a vigorous investigation by the Treasury Department of all cash trans- 
actions not of normal nature and would approve a policy of the Internal Revenue 
Bureau which would concentrate on trying to bring these black market operators to 
justice through the medium of the tax laws. 


The problem credit executives face is much more real than imaginary. First of 
all they may be dealing with men in the postwar period who are utterly lacking in 
capacity. They have accumulated their money in war time in a sellers’ market through 
nefarious means by cheating their government and not through sound business transac- 
tions. Most anyone can accumulate money by cheating and to procure capital in that 
manner is definite evidence that capacity is lacking. 


Credit executives are concerned about the permanency of the capital of some of 
these individuals or companies if they should survive for the postwar period. Irrespec- 
tive of what their balance sheet might show, no one can estimate what capital they 
really have. Such customers are subjects for continuous investigation for the undis- 
closed liabilities in the nature of penalties that could and should be assessed against 
them would undoubtedly wipe out all of their capital. Credit executives are very much 
concerned about the character of this type of operator. Must they deal with him in 
the postwar period? If so, they feel they have no sense of security. 


Here then is a very definite indication of how black market operations will have 
a direct bearing upon credit in the postwar era. The credit executives of the textile 
industry are to be congratulated upon their vision in planning to eliminate, insofar as it 
possibly can be accomplished, this type of credit risk. The stream of credit cannot be 
polluted through black market operators, their businesses and their ill-gotten gains. 
This is an open pledge to the Treasury D2partment that the credit executives will 
cooperate in helping to bring to justice men and organizations who would seek to 
accumulate blood money during a most critical period in our history and who may 
attempt to use this money to destroy the ethics of sound business in the postwar world. 


There was no place in legitimate business for the bootlegger of the twenties; there 
is no business haven for the black markete2r of the forties. Business has no place of 
refuge for the scoundrel or racketeer. 


6 
ame ° Wire 
Henry H. Heimann 


Executive Manager 


Credit and Financial Management. . .........2. ~~. pitig asain ae eee lO 





When you think of the kind of home 
you can have tomorrow—think of these 
practical, proved advantages that can be 
yours! 

These actual developments are not 
dream-children ... nor the products of 
starry-eyed designers of some “brave 


new world” beyond the horizon .. . the 
overwhelming majority are in existence 
right now, only waiting for the mass de- 
mand that will follow the war, plus 
availablity of materials to make them 
as practical a part of your daily life as 
a loaf of bread! 


and when they are yours, they 
will be worth Protecting with the 
surest, most complete insurance 
you can have... quality insur- 


ance to equal the quality of your 
living conveniences. 


* THE HOME x 


War Bonds are not merely a definite help in winning the war- 
eolehsa eamCN AST CcveeeLaCecUUN Ama OCA EEE ACEO excellent means of saving 
with interest to buy quality goods later. Why not maintain and 
expand your regular purchases at pre-determined intervals? 


FIRE « AUTOMOBILE # MARINE INSURANCE 
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Lets Write Better Letters 


First of a Series of Discussions on Business Correspondence 


BY WILLIAM H. BUTTERFIELD 


Chairman, Department of Business Communication, the University of Oklahoma 


five credit executives have the “rubber-stamp 

habit.” They depend heavily upon a set of mean- 

ingless, antiquated expressions to carry on their 
correspondence duties day by day. They pick up a 
dictaphone and “wish to advise” that “yours of recent 
date” has “just come to hand.” They “beg to call your 
kind attention” to their desire “to merit your future 
favors.” And finally, in “hoping to serve you in the near 
future,” they also “wish to remain.” 

When the so-called letter finally emerges from the 
process of placing one threadbare expression after 
another, the finished product reads something like this: 

Dear Mr. Grayson: 

It is the purpose of this communication to advise 
you that the writer is duly appreciative of the fine 
manner in which your valued account has been han- 
died in the past. 

According to our records, you consistently make it 
a practice to discount your invoices according to 
terms, and the writer wishes to take this opportunity 
to convey to you his personal thanks for same. 

It is hoped that you will continue to favor us with 
your esteemed patronage, and that you will permit 
us to serve you again in the near future. Assuring 
you of our earnest endeavor to do same to your com- 
plete satisfaction, I am, 

Yours very truly, 


“ Four out of five have it! Yes, four out of every 
yi 


This mechanical, spiritless letter had an excellent op- 
portunity to build good will. No one would appreciate 
a friendly message of appreciation more than the cus- 
tomer who always co-operates by meeting his obliga- 
tions promptly. But there is nothing friendly, nothing 
sincere, in the tone of the preceding letter. It muffs a 
fine opportunity. 


A Letter That Talks 


By way of contrast, let’s look at a letter that handles 
the same situation in an enthusiastic, cordial spirit— 
and in the writer’s own words instead of those of his 
ancestors. Here is a letter used by Mr. M. E. Filson, 
Credit Manager of J. A. Folger & Company, Kansas 
City, Mo.: 

Dear Mr. Reed: 

It is a genuine pleasure to write this letter com- 
piimenting you on the splendid paying record you 
have established with Folger. 
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The fact that you consistently discount your Folger 
invoices indicates the careful attention you are giving 
to the operation of your business. 

Likewise, your Folger sales indicate how alert you 
are in taking advantage of the increasing popularity 
of our Mountain Grown Coffee—a product which is 
winning so many new friends each day. 

We just want you to know how pleased we are 
over the way you are handling your Folger account. 
And we also want to join our representative in wish- 
ing you increasing success, not only with Folger’s— 
but in every phase of the good work you are doing. 

Cordially yours, 


Mr. Filson’s letter was not only remembered, but 
carefully preserved, by those who received it. His en- 
thusiasm and his simple, direct style gave his message 
a tone of whole-hearted sincerity. As a result, his letter 
was a real builder of good will for his firm. 

The use of trite expressions always deprives a letter 
of vitality, and usually it results in a costly waste of 
words. The writer who goes around Robinhood’s barn 
because of his helpless dependence upon hackneyed 
language is guilty of wasting the reader’s time, as well 
as his own. 


Some Wasteful Words 


Here are a few excerpts from actual letters—ranging 
from mere phrases to entire sentences—that show the 
time-consuming wastefulness of trite expressions. All 
of these examples are taken from the correspondence 
of credit executives. The accompanying revisions show 
the word economy of simple, direct language: 


Wordy 


It is the hope of the undersigned I hope 
If this should prove to be the case ‘In this case 
Within the-course of the next month Within thirty days 
Your patronage on a credit basis Your credit patronage 
I should like to inform you that Mr. Mr. Jones is no longer 
Jones is no longer in the employ with us 
of this firm 
At some later date Later 
Sometime in the early part of the Early next month 
coming month 
Due to the fact that Because 
May I take this opportunity to thank Thank you 
you 
Please accept the assurance of the I assure you 
writer 
In the near future Soon 


Concise 


Be Jute tee a) ah de See ooo, deed oe otek a, 












in the event that I can be of further Please let me know if 


service to you, please do not hesi- I can serve you Here are some relics of the quill pen age. Do 
tate to advise me accordingly further ? r 
At the present time Mies any of these antiquated expressions ever find 


their way into your letters? 


As a result of this situation Consequently 


The original statements quoted in the left-hand col- 
umn total 113 words; the revisions in the right-hand 
column total 41 words. 


Another Comparison 


To further illustrate the wastefulness of stereotyped 
language, let’s consider two complete letters that con- 
vey exactly the same message. The first was dictated 
by a man with a complete collection of rubber-stamp 
expressions ; the second was written by one who relied 
upon his own choice of words to express his thoughts 
with simplicity and sincerity : 

Dear Mr. Kennedy: 

I should like to take this opportunity to express 
to you my sincere appreciation and also that of my 
firm for the account which you have recently opened 
with us. 

We consider it a great privilege to have your name 
on our books, and we wish to assure you that we shall 
endeavor at all times to prove ourselves worthy of the 
confidence clearly indicated by the opening of your 
account with us. We shall also endeavor to render 
your association with our firm a pleasant and profit- 
able one from your point of view, and to serve you 
to your complete satisfaction at all times. 

Again thanking you for this opportunity to be of 
service to you, and assuring you of our best atten- 
tion to your future orders, I am, 

Yours very truly, 
* ok Ox 

Dear Mr. Kennedy: 

Thank you for opening an account with us. 


We shall do our best to make Baker Products 
profitable to you, and to serve you so well that all 
your dealings with us will be pleasant and satisfying. 

The opening of your account is an expression of 
your confidence in us. We shall do our very best to 
deserve it. 

Sincerely yours, 


The first of the foregoing letters contains 130 words, 
while the second one does a far superior job in 59. 


Tact Is Important 


Another major fault of many credit department 
letters is an almost unbelievable lack of tact. Whether 
curt statement is dictated intentionally or otherwise 
makes no difference in its effect upon the reader. What- 
‘ver his temperament may be, his reaction is sure to be 
iegative. Temperament only determines the intensity of 
tis reaction, which may range all the way from minor 
ritation to bristling indignation. 

The most frequent conveyor of brusque statements, 
of course, is the collection letter.1 Indebtedness is al- 
Ways closely intertwined with such delicate factors as 
eputation, honesty and good intentions. Tact, there- 
lore, is indispensable to effective collection letters; and 
alack of this subtle quality is more conspicuous in this 
ype of correspondence than in most others. 

Here are a number of excerpts from letters written 
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according to our records 

advise us accordingly 

as a matter of fact 

assuring you of our prompt at- 
tention 

at a loss to explain 

at all times 

at an early date 

at this time 

at your earliest convenience 

avail yourself of this oppor- 
tunity 

by return mail 

contents have been duly noted 

due to the fact that 

enclosed you will find 

favor us with an answer 

for your information 

has come to my attention 

has just come to hand 

herewith enclose 

hope to merit your continued 
favors 

hoping for an early reply 

hoping to be favored 

if our records are correct 

in accordance with our terms 

in accordance with your wishes 

in compliance with your re- 
quest 

in connection therewith 

in due course 

in reply wish to state 

in the amount of 

in the near future 

in this connection 

kindly send us your check 

may | take the liberty 

note from our records 

note from your letter 

owing to the fact that 

permit me to state 


* please advise us 


please be assured 

please find enclosed 

please forward check to cover 

please give this matter your 
prompt attention 

please rest assured 

pleasure of a reply 

teferring to yours 

regret to adivse you 

regret to inform you 

thanking you for your co- 
operation 

thanking you in advance © 

the favor of a reply 

the privilege of serving you 

the writer wishes to state 

this is to acknowledge 

this is to advise you 

trusting this will prove satis- 
factory 

under separate cover 

upon receipt of 

we shall endeavor to merit 

will be greatly appreciated 

wish to acknowledge 

wish to advise you 

wish to announce 

wish to assure you 

wish to call your kind atten- 
tion 

wish to inform you 

wish to remind you 

wish to take this opportunity 

with reference to 

with your kind permission 

your esteemed account 

your kind favor 

your letter of recent date 

your valued patronage 

yours of even date 

yours of the 2Ist inst. 

yours received 





1 Examples of both faulty and effective collection correspondence pre- 


by tactless credit executives to retail concerns whose 
accounts were past due. Curt statements like these 
could only irritate their recipients—and irritation is al- 


ways an obstacle to co-operation. 
ee * 
























These are our terms to all of our customers, and 
we expect each one to comply with them. 
ae 


Send us your check without further delay. 
o-gni® 
Although we have given you two months in which 
to inform us why you have not or cannot pay your 
account, you have not seen fit to do so. 
* ok Ox 
Write or telephone us immediately about this mat- 
ter. 
* ok O* 
If there is any good reason why this account should 
not be paid, tell us what it is. 
oes 
You have neither paid nor replied to any of our 
letters, informing us as to the reason you have not 
paid, nor as to when we may expect payment—a 
courtesy to which we are entitled. 


sented in the following paragraphs are reprinted from the author’s 
Successful Collection Letters, through the courtesy of the McGraw-Hill 
Book Company, New York. 
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Here are some flabby word pairs frequently 
used in business letters. Do any of them 
creep into your correspondence? 


as yet (for yet) 

complete efficiency (for efficiency) 
considerably concerned (for concerned) 
consistent regularity (for regularity) 
co-operate together (for co-operate) 
duly consider (for consider) 

entirely complete (for complete) 
entirely satisfactory (for satisfactory) 
finish up (for finish) 

first began (for began) 

full co-operation (for co-operation) 
greatly appreciate (for appreciate) 
greatly minimize (for minimize) 

just recently (for recently) 

kind courtesy (for courtesy) 

most happy (for happy) 

much pleased (for pleased) 

over with (for over) 

quite correct (for correct) 

quite possible (for possible) 

quite probably (for probably) 
rather likely (for likely) 

rather unique (for unique) 

refer back (for refer) 

rightly deserve (for deserve) 

seldom ever (for seldom) 

somewhat concerned (for concerned) 
somewhat overdue (for overdue) 
thoughtful co-operation (for co-operation) 
unintentional oversight (for oversight) 
very complete (for complete} 

very promptly (for promptly) 


We shall expect payment in full at once. 


x * x 


Pay, call us up, or write us—we must come to an 
understanding about this matter. 


es 


How do you think we would meet our own ob- 
ligations if all our customers took three months to 


pay us? 
"Shirt-Sleeve" Diplomacy 


The persons guilty of dictating these statements had 








Perhaps that letter collected the account, but the odds 
are much better that it lost the customer. Keen resetit- 
ment would be the only possible response to such a me 5- 
sage. How much better to have written a friendly, 
persuasive letter—one that would make the customer 
want to co-operate. And here is proof that it can be 
done—a letter used under similar circumstances by Miss 
Eileen Clifford, of the Crystal Tube Manufacturing 
Company, Chicago, IIl.: 

Dear Mr. Simpson: 

“Thank you for your check”— 

That’s the letter we intended to write you today, 
but we can’t. Sad, but true, our Credit Department 
reports that your check for $168.40 has not yet ar- 
rived. 

Perhaps it’s already in the mail or on your desk 
awaiting your signature. It should be in one of those 
places because your account is now sixty days past 
due. 

Will you attend to the matter today—so we can 
write you that “Thank you” letter ? 

Cordially yours, 

































An Appeal to Pride 


If the credit record of this customer shows that he 
is usually dependable in meeting his obligations, this 
letter would not only appeal to his sense of pride; it 
would make him want to reciprocate such considerate 
treatment by mailing his check at once. But if his previ- 
ous paying record indicates the need for some stronger 
urge, an appeal to his self-interest would be in order. 
The following specimen illustrates that such a letter 
can be courteously and persuasively written: 


Dear Mr. Simpson: 

What answer could we give, as members of the 
National Association of Credit Men, if we should 
receive an inquiry from another concern, asking about 
the advisability of opening an account with you? 

You realize that it is a matter of vital importance 
tc your business to have your credit on a firm founda- 
tion. And you realize, too, that the foundation of 
credit is the prompt payment of accounts. 

Your account for March, amounting to $168.40, 





surely forgotten that the good will of customers is es- 
sential to the profitable operation of a business. So had 
the exponent of shirt-sleeve diplomacy who sent the 
following letter to a merchant whose account was sixty 
days past due: 


Dear Sir: 

We have written to you twice—this makes three 
times—about your past-due account amounting to 
$168.40. 

When credit terms were placed at your disposal, 
we felt sure that you would not abuse them. Now we 
can only conclude that we were wrong, that our trust 
was misplaced, and that you have no desire to co- 
eperate with us. 

Since you have ignored our requests for payment, 
we do not feel that we can continue to temporize. We 
hope, therefore, that you will realize the seriousness 
of the situation and take action at once. 

We shall expect your check by return mail. . 


Yours truly, 
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is two months past due. We are sure that you will 
take care of it at once, so that our answer to an in- 
quiry would be: “Satisfactory.” 
May we have your check today, please? 
Sincerely yours, 


That Unearned Discount Problem 


Many credit executives are also guilty of tactless 
words in dealing with another type of problem-—that of 
the unearned discount. Suppose, for example, that a 
new customer makes an unwarranted deduction of two 
per cent in paying his first invoice. Company policy, 
let us assume, allows the discount in such a case, an 
calls for a letter of explanation which will prevent the 
taking of unearned discounts in the future. Here is 4 
letter used by one firm to perform this function : 


Dear Mr. Clayton: 


We have just received your check in payment of 
your May invoice, and note that you have deducted 
(Continued on Page 28) 
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The Accountant and the Credit Appraiser 


Some Features of the Auditor's Report to Be Studied 


By STEPHEN CHAN 
Certified Public Accountant, New York City 


It is desirable that the credit man be familiar 

with the work of the Certified Public Account- 
Want, in order to understand the scope and pur- 

pose of the financial statements presented for 
rating. In that connection, let us scan the immediate 
background from which the extent of the auditor’s 
independent verification has been standardized. 

Accepted standards have become codified only re- 
cently; the American Institute of Accountants has 
played a leading role (commencing with the pamphlet, 
“Extensions of Auditing Procedure,” issued in May, 
1939, and continued to date by the “Statements on 
Auditing Procedure” and “Accounting Research Bul- 
letins”), the Securities and Exchange Commission has 
aided materially in lending force and publicity to these 
endeavors (Regulations SX and the continuing Ac- 
counting Releases and Opinions), and The New York 
Credit Men’s Association cooperated with its booklet 
issued in conjunction with the New York State Society 
of C. P. A.’s (“Financial Statements—Minimum Re- 
quirements for Credit Purposes,” July, 1940). 

In the main, these pronouncements are applicable 
to the small business as well as to the large corpora- 
tion, and reading this material will help in your study 
of accountants’ reports. 


Business Ethics Important 


Rules and regulations are essential, but, as the 
Squibb slogan indicates, the main ingredient of the 
product is the integrity of its maker. In the three C’s 
of credit parlance (character, capacity and capital), 
you will note the character is usually listed first. 

In these chaotic times it sometimes seems as though 
we are faced with widespread tax evasion, black mar- 
kets and a general erosion of the moral fibre of the 
business community; the accountant and the credit 
grantor are both in a position to do much to improve 
the morals and ethics of the business world. 

The reputable accountant will counsel his clients 
against indulging in reprehensible practices and will 
not aid or abet them in evading their just shares of 
tax and regulation, and it behooves the credit man to 
pay careful attention to the reputation and background 
of both the credit seeker and his accountant. 

Mindful of the foregoing paragraphs, I direct you 
to a situation which calls for a greater understanding 
of its consequences. 

There is general agreement that, especially in a sea- 
Sona! or style industry, the accountant should ascertain 
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that his client’s inventory is conservatively stated, and 
that an inventory must often be priced at less than 
cost in order to reflect current market declines, obsolete 
items, etc. The approved auditing steps in relation to 
inventories and the principle of “lower of cost or mar- 
ket value” are well known and have been thoroughly 
discussed in accounting literature. However, prompted 
by the urgent desire to reduce taxes many business 
men have become overly conservative and are valuing 
their inventory at an arbitrary fraction of its cost and 
worth. 
Points Frequently Overlooked 


Some credit men may defend this practice on the 
ground that it results in a conservative statement and 
thus results in a conservative line of credit. These 
men, however, overlook several cogent points: 

(a) An arbitrary reduction of one year’s inven- 
tory throws unearned profit into the following year, 
thus distorting both years’ operating results unless 
exactly the same amount is taken out of the subse- 
quent inventory. 

(b) In times of continually rising profits and 
taxes, such as we are now passing through, accom- 
panied by inventory shortages, a cut in inventory, 
say in 1943, was followed by a prosperous 1944 and 
a low year-end inventory, leaving little inventory to 
reduce and throwing profits into a high tax bracket. 

(c) Indiscriminate and inconsistent inventory re- 
ductions are, of course, not permissible under the 
income tax laws. The concerns indulging in these 
practices therefore are subject to the contingency 
of a substantial tax assessment upon examination of 
the return in a future year. 

(d) In case of a fire loss, it may be difficult to 
prove and collect the full amount of the actual claim, 
because of the arbitrarily reduced book inventory 
figures. 

(e) Once the consistency and honesty of the finan- 
cial statement is destroyed, there is no sound basis 
for statement analysis, budget comparisons, or year 
to year measurement of business progress. 


Artificial Fiscal Year Reports 


The mention of consistency brings us to another 
situation which sometimes leads to abuse; that is the 
rendition, for the purpose of obtaining credit, of finan- 
cial statements based upon an artificial year which 
does not coincide with the actual fiscal, tax year. This 
matter requires investigation only in those cases where 
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the inventory is valued at a higher unit price than in 
the “conservative” tax report, resulting in a capital 
proportionately greater than, and not consistent with, 
that reflected on the tax return. 

It is to the interest of the credit grantor to ob- 
tain at least one or two financial statements a year 
from each of his debtors. In order that he may 
properly evaluate these statements, it is essential that 
they are prepared on a consistent basis and method. 

The credit grantor should have in his files a record 
of the tax closing date and he will have a sounder 
basis for statement analysis if he insists upon obtain- 
ing a financial statement at that date in addition to 
any other reports he may receive throughout the year. 


Investments in Government Securities 


One of the pertinent questions which should be 
raised these days by the credit man receiving a balance 
sheet relates to U. S. War Bonds. 

Most concerns have purchased War Bonds or U. S. 
Treasury Notes. However, often in the case of the 
smaller partnership or closed corporation, these in- 
vestments are in the name of one of the partners or 
owners instead of the firm name. 

Where this item is material, specific inquiry could 
well be made by the credit grantor to ascertain that 
all investments are in the name of the firm and that 
the accountant has actually inspected these items, listed 
the certificate numbers, and assured himself that even 
bearer bonds remain in the custody of the firm and 
are not used by the partners or owners for collateral 
or other personal purposes. 

The alert credit man should be cognizant of two 
major contingencies affecting present-day financial 
statements : 


The Redetermination Clause 


The credit grantor should bear in mind that most 
recent contracts contain a price redetermination clause 
which provides for a retroactive unit price reduction 
if review by the government agency, during the course 
of, or after the completion of, the contract, discloses 
a profit greater than that upon which the granting 
of the contract was based. 

Some factoring and lending institutions have been 
advancing almest the entire sales price on government 
contract shipments. You can readily visualize the effect 
upon the undercapitalized manufacturer if he receives 
a price cut-back of 20 per cent retroactive to the begin- 
ning of the contract year. The credit grantor to guard 
against this contingency should investigate the basis 
of the contract pricing and should ascertain whether 
the price was reviewed by the armed forces’ cost an- 
alysis or price review section. In the absence of such 
review, and often despite said review, prudence dic- 
tates a withholding of 20 per cent to 25 per cent. 

A similar contingency exists with respect to contract 
renegotiation. However, based upon the settlements 
arrived at as a result of prior years’ proceedings and 
the allowance percentage of profit, a reserve should 
be provided for renegotiation of current profits. This 
reserve should be set up in interim as well as year-end 
statements, and the eredit man will do well to make 
specific inquiry on this point, in all cases of war-con- 
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This Stands for Honorable 


Service to Our Country. 


O YOU this insigne 

may be instantly 
recognizable as the 
Honorable Service 
Emblem awarded te 
veterans of the pres- 
ent war. 

But to millions of 
Americans, it means 
nothing. 

A man may have 
sacrificed an arm or a leg for the privilege of wearing 
the Emblem ... yet many civilians will not even notice 
it on his lapel. 

Or they may mistake it for the badge of a social 
organization or a sports club. 

If these veterans are to have the respect and the 
consideration they so richly deserve, that Emblem 
should be as readily recognizable as the uniform they 
once wore. 

You can help make people recognize the Emblem. 
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tractors or sub-contractors, in view of the substantial 
amounts often involved. 


Partnership Income Taxes 


While a partnership does not pay a Federal income 
tax, the individual partners are liable for the tax on 
their share of partnership profits. 

In cases where the accountant handles the tax mat- 
ters for both the partnership and its partners, where 
the primary source of the individual’s income is from 
the partnership, and where the individuals will pay 
their taxes by means of withdrawals from partnership 
funds I believe the auditor should indicate, by a segre- 
gation of capital or balance sheet footnote, the amount 
required to pay the partners’ personal income taxes. 

Another mutual problem exists in relation to the 
standard forms used by the various banks and major 
credit agencies for conveying the financial condition, 
operating results and statement background of the 
borrower. 

Since many agencies’ and institutions’ credit state- 
ment forms differ in scope and set-up, it becomes a 
burdensome task for the public accountant to fill out 
these forms for his clients. For example, it should be 
noted that one or two of these credit agency forms 
still reflect the reserve for depreciation on the credit 
side of the balance sheet instead of as a deduction from 
fixed assets. This usually necessitates recasting the 
whole statement when filling out the form. 


Uniform Financial Reports 


One of the major steps the credit fraternity could 
initiate to obtain full cooperation from Certified Public 
Accountants is the use of a uniform financial report 
by all New York banks, credit agencies and local trade 
credit groups. 

There is not too much variation in the statement 
forms now used by the majority of these organiza 
tions and a conference of representatives from each 
major unit could easily agree on a uniform report form. 

The obvious advantage thereof would be that in- 
stead of the client or accountant preparing five or ten 
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separate reports usually at the height of his busy 
season, he can, with carbon copies, type all the re- 
quired statements at one time, or furnish just one 
specified report form to an organization such as the 
National Credit Office, which would photograph the 
report and supply copies to all interested parties. 

The second advantage would be that each credit 


‘ grantor would receive complete financial data in a 


form approved by all agencies and therefore probably 
more comprehensive than some now in use. 

In lieu of this procedure, perhaps the credit fraternity 
could accept a complete, exact copy of the accountant’s 
report, also manually signed by the client in the lower 
right hand corner of the balance sheet. If all mem- 
bers of the New York State Society of Certified Public 
Accountants were advised of and agreed upon the 
information specifically desired in this report, and these 
annual reports were sent by mail, by the debtor, to each 
credit agency, all credit requirements could probably 
be fulfilled, with a saving of time. 


Telephone Credit Information 


This brings us to another woe of some accountants’ 
existence; the monthly inquiry of three or four over- 
lapping credit or factoring organizations for financial 
information on certain clients. 

I do not deny the necessity on the part of the credit 
grantor of obtaining current operating data, but in 
consideration of the lack of available time of the aver- 
age accountant, perhaps one group in each trade could 
obtain this information, record it on a uniform blank 
and distribute it to member or constituent organiza- 
tions. This would eliminate much duplication of effort 
and save time and manpower. 

Incidentally in connection with these telephone in- 
quiries, some credit grantors request the accountant’s 
opinion of the account or the desirability of the credit 
risk. In my opinion, the accountant should furnish the 
figures, but the credit grantor should analyze, weigh 
and pass on the risk. It is not wise on the accountant’s 
part to assume any responsibility in this connection 
other than that of supply accurate, complete figures. 


Trial Balances 


Some credit grantors still accept trial balance figures 
over the telephone or in writing. These figures are 
of dubious value, since in the majority of smaller busi- 
hess organizations a trial balance is a next-to-mean- 
ingless affair, because most accruals are not recorded. 
For instance, bills received at the end of the month 
or shortly thereafter, Federal and State income and 
unemployment insurance taxes, undrawn salaries, de- 
preciation and expenses applicable to the month or 
period under discussion are not reflected in the usual 
trial balance. 


Some accounting firms still submit monthly reports 
to their clients bearing footnotes to the effect that the 
report is subject to year-end accurals and adjustments 
and to a reserve for income taxes. There is little 
excuse for this procedure. With the exception of the 


inventory, the other balance sheet and profit and loss 
items are usually susceptible of fairly accurate deter- 
mination and should be given proper effect even in 
monthly reports. 


Also, in these days of heavy taxa- 
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tion, there is no such thing as a “net” profit before 
deducting Federal and State taxes. 

It is desirable to have an accurate book inventory or 
to take periodic physical inventories, but this procedure 
is sometimes impractical because of pressure of work, 
personnel shortages or the fee or cost involved. How- 
ever, in those cases where the credit risk is material, 
the credit grantor should insist upon monthly or bi- 
monthly physical or accurate book inventories. In most 
businesses this is not too difficult and without a fairly 
accurate inventory figure, financial statements are inade- 
quate. 

However exact inventory or not the credit man 
should make specific inquiry to ascertain that the figures 
given him include all accruals and unentered bills. 


Accountant Merits Confidence 


The accountant who prepares informative complete 
and consistent statements, and is alert to changing con- 
ditions, merits your complete confidence. It has been 
said that the final measure of a sound practitioner is 
his ability to resist the blandishments of his clients; 
an able Certified Public Accountant must possess mental 
and moral stamina and cannot allow expediency to 
replace correctness. 

Credti men can help bring about the recognition of 
and adherence to proper accounting standards on the 
part of the businessman, by encouraging and recom- 
mending proper accounting and auditing practices. 





Wholesalers Sales 
Show 7% Drop in 
April Over March 


Sales of wholesalers were slightly 3 per cent 

2 higher for April, 1945, than for April, 1944, but 

lw «=6were down 7 per cent for April against March, 

1945. For the year to date (4 months) whole- 

salers’ sales showed a small 3 per cent gain over the 

like period a year ago. These data are based upon 
reports covering 2,917 wholesale establishments. 

This monthly study is conducted jointly by the Na- 
tional Association of Credit Men and the Bureau of 
the Census. 

Of the 35 trades shown separately in this report, 
the wholesalers of automotive supplies showed an out- 
standing sales increase 20 per cent for April, 1945, 
against April, 1944. Sales were up 17 per cent for 
wholesalers of fresh fruits and vegetables; 13 per 
cent, drugs and sundries (liquor excluded); 12 per 
cent, industrial supplies (hardware) ; 11 per cent, paper 
and its products; and 10 per cent, lumber and building 
materials. Wholesalers of both dry goods and tobacco 
and its products reported sales down 6 per cent; and 
wholesalers of furniture and house furnishings and of 
meats and meat products noted decreases of 14 and 16 
per cent respectively. Almost all trades experienced 


seasonal decreases, with wholesalers of jewelry record- 
ing a decrease of 21 per cent; coal, 19 per cent; and 


(Continued on Page 25) 





ee een Cae ee Se cae. 





Legal Aspects of Advertised Prices 


Examples of How They Affect Business Deals 


BY ALBERT W. GRAY 
Special Writer, New York 


sale to a stranger an unusually handsome pair of 
bay horses. The stranger gazed longingly at the 
team restlessly champing their bits. 

“Can you drive them single,” he asked. 

“Certin’, drive ’em anywhere,” replied the horse 
dealer. : 

“Have one of them harnessed single,’ the buyer 
ordered. 

The horse was brought harnessed single, one man 
holding the bit and another the reins. 

The horse dealer looked at the horse, then at his cus- 
tomer with one foot on the step of the carriage. “Mis- 
ter,” he said quietly, “you asked me if I could drive 
‘em single ’nd I told you the truth. I can, but I wouldn’t 
advise you to try it.” 

There is an inescapable analogy between the morality 
of this sort of truthfulness and a recent Ohio decision 
that asserts the advertised selling price of merchandise 
is not the price at which it can be bought. 


a A New England horse dealer was offering for 
he 


Offer Not a Contract 


A Dayton paper published under the head, “Thurs- 
day Only Special,” an offer of an all-electric sewing 
machine for $26.00. It happened the usual price of 
this particular type of machine was $175.00. On the 
indicated Thursday a reader of the advertisement went 
to the retailer’s store, laid $26.00 on the counter and 
asked for the sewing machine. To her surprise the 
merchant refused flatly to sell the machine at the ad- 
vertised price. 

Suit by the frustrated customer was brought for 
$149, the difference between the advertised and market 
price and the suit promptly thrown out of court with 
the comment that the “advertisement was not an offer 
which could be accepted to form a contract.”! 

An appeal taken to the Ohio Court of Appeals ended 
in an affirmance on the authority of a Georgia case 
decided a quarter of a century ago. 

There a retailer of women’s apparel gave an Atlanta 
newspaper the following advertising copy: “Special in 
furs. Large animal scarfs, taupe‘, brown and black, 
satin lined into brush. For three days only. Special 
price $15.00.” The published advertisement named the 
price as $5.00 instead of $15.00. 

The consequence, according to the statement of the 
retailer, was a sale of 48 of the advertised scarfs at 
the erroneously published $5.00, a loss of $480.00. 
Upon the retailer’s refusal to pay for the ad charge, 
suit was brought and the $480 interposed by the re- 
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tailer as a counterclaim. From an adverse decision in 
the trial court the fur merchant appealed and from that 
determination the publisher carried the appeal to the 
Georgia Court of Appeals. 


"Identification of Thing Sold" 


“The advertisement specified no definite quantity of 
the furs for sale,” said the court, adhering to the same 
principle followed in the electric sewing machine suit, 
“though there was a more or less indefinite description 
of the qualities of the goods. The first essential of a 
sale is that there must be ‘an identification of the thing 
sold.’ To consummate a contract there must be ‘a meet- 
ing of the minds.’ ’” 

To the average litigant, particularly to the unsuccess- 
ful one, a law that permits a seller, with impunity, to 
say one thing and mean another is included in the 
cynical observation attributed to Talleyrand by Ber- 
trand Barere, the notorious demagogue of the French 
Revolution, “Speech was given man to disguise his 
thoughts.” 

Some years ago the advertisement of a Brooklyn de- 
partment store appearing in a New York City daily 
emphasized further the unique consequence of judicial 
logic. The advertisement carried in heavy type the 
heading, “Widely known standard makes of radio re- 
ceivers at 25 per cent to 50 per cent reduction.” Fol- 
lowing this, without explanation or connecting phrases, 
“Your choice, complete with batteries, tubes, phones, 
and installed all ready to operate $22.50 to $225.00.” 
“This,” said the court in its description, “is followed 
by the usual fulsome panegyric of the wonderful oppor- 
tunity accorded to radio enthusiasts.” 

A customer attempted to buy two radio sets on the 
advertised terms. The store refused to sell. Two days 
later the customer called again with a certified check. 
Again the store refused to sell. 


"Invitation to Negotiate" 


Determining the ensuing lawsuit in favor of the 
store the court pointed out that such an advertisement 
“is nothing but an invitation to enter into negotiations 
and is not an offer which may be turned into a con- 
tract by a person who signifies his intention to purchase 
some of the articles mentioned in the advertisement.” 

A marked distinction lies between advertisements of 
this type and the definite offer of reward for informa- 
tion or lost articles. An English case decided a little 
over half a century ago clearly points this out. On 
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November 13, 1891, the Pall Mall Gazette carried the 
advertisement : 


“£100 reward will be paid by the Carbolic Smoke 
Ball Company to any person who contracts the increas- 
ing epidemic influenza, colds or any disease caused by 
taking cold, after having used the ball three times daily 
for two weeks according to the printed directions sup- 
plied with each ball. £1,000 is deposited with the Al- 
liance Bank, Regent Street, shewing our sincerity in 
the matter. 


“During the last epidemic of influenza many thou- 
sand carbolic smoke balls were sold as preventitives 
against this disease, and in no ascertained case was this 
disease contracted by those using the carbolic smoke 
ball. 


“One carbolic smoke ball will last a family several 
months making it the cheapest remedy in the world at 
the price, 10s post free. The ball can be refilled at a cost 
of 5s. Address, Carbolic Smoke Ball Company, 27, 
Regent Street, Hanover Square, London.” 


Tradition tells that Scipio Africanus, gazing at burn- 
ing Carthage, repeated the lines of Homer, “Yet come 
it will, the day decreed by fate, when thou, Imperial 
Troy, must end and see they warriors fall, thy glories 
end.” 


Rules on Guarantee 


The advertisément was read by a lady named Carlill. 
She bought the carbolic smoke ball, used it three times 
a day, from November 20, 1891, to January 17, 1892, 
when the prophylactic qualities of the smoke ball ended 
in an influenza attack and the lady sued for her £100. 


Deciding that the Carbolic Smoke Ball Company 
must pay the £100 advertised, Sir Charles Bowen of 
the court made this comment, “It is not like the cases 
in which you. offer to negotiate, or you issue advertise- 
ments that you have got a stock of books to sell, or 
houses to let, in which there is no offer to be bound 
by any contract. Such advertisements are offers to 
negotiate—offers to receive offers—offers to chaffer.’’* 

The earliest recorded incident in English law oc- 
curred at the Spring Assizes at Hereford, England, in 
the spring of 1833. One evening in the spring, two 
years before, Walter Carwardine was seen at a public 
house at Hereford. He disappeared. Three weeks 
later his body was found in the Wye River. 


A woman, Mary Ann Williams, who had been at the 
home of Carwardine the night before he was believed 
murdered, was arrested and interrogated in vain by the 
magistrates. The following week William Carwardine, 
brother of the murdered man, published a hand bill that 
“whoever would give such information as would lead 
to a discovery of the murderer of Walter Carwardine 
should, on conviction, receive a reward of £20.” 


! 
; 


A Contract With "Any Person" 


That summer the Williams woman was severely 
beaten by a man of the same name. “Believing that 
she had not long to live and to ease her conscience,” 
she furnished the authorities with information that con- 
Victed her assailant of the murder of Carwardine. Hav- 
ing thus made peace with her conscience she bethought 
herself of the reward and sued for the £20. 
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Although the defense insisted she should not recover 
since she had not been induced by the offer of the re- 
ward to give the information the court held, “There 
was a contract with any person who performed the 
condition mentioned in the advertisement. We cannot 
go into the plaintiff’s motives.”® 


The difficulty that trips so many of these would be 
customers of price carrying advertisements is their in- 
ability to see both sides of the situation. 

“I declared in the heat of the American struggle,” 
wrote William E. Gladstone of his attitude toward this 
country during the Civil War, “that Jefferson Davis 
had made a nation. * * * It illustrates vividly that in- 
capacity which my mind so long retained and, perhaps, 
still exhibits, an incapacity of viewing subjects all 
round.” 

This strange characteristic that somehow seems to 
spring from wishful thinking and fathers so many of 
these cases, is in no way peculiar to England’s one time 
prime minister. A few years ago one of this country’s 
leading refrigeration and equipment manufacturers re- 
ceived telephone calls from two competing contractors 
asking quotations for refrigeration machinery to be in- 
stalled in a proposed building of the University of 
Illinois. 


Quotation Not a Contract 


On merely the letter, sent in response to the tele- 
phone request as a basis for cost estimates, one of the 
contractors four days later filed its bid with the Uni- 
versity. After the bid was-accepted the contracting 
company made the gesture of accepting what it termed 
an “offer” of the refrigeration manufacturer. The 
United States Circuit Court of Appeals, unfortunately 
for the contractor, had the capacity of viewing subjects 
“all round.” 


“To us it is clear that the language of the * * * 
letter is not the language of an offeror and, indeed, it 
stretches interpretation beyond propriety to conclude 
that the words used therein constituted an offer to sell 
certain machinery atthe stated prices.’® 

Another incident, very similar to this, occurred some 
years ago in Massachusetts. A manufacturer of fire- 
arms sent customers a printed letter, ““We have pre- 
pared and are sending under this cover by registered 
post a printed document setting forth the terms and 
conditions upon which Iver Johnson revolvers will be 
supplied to the jobbing trade.” 


Upon receipt of the pamphlet a mail order house 
accepted, as it supposed, this offer by an order for a 
specified quantity of firearms which the manufacturer 
refused to ship. In dismissing that action the court 
again distinguished between such a definite and specific 
agreement as occurred in the offer of the reward in the 
carbolic smoke ball case and the Iver Johnson pamphlet. 


“We are of the opinion that a fair interpretation of 
the letter and document very plainly shows that it was 
not a general offer to sell to those addressed but an 
announcement or invitation that the defendant would 
receive proposals for sales on the terms and conditions 
stated, which she might accept or reject at her option.””7 

Of the two outstanding decisions most frequently re- 
ferred to by the courts which involve the freedom of 
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an advertiser from contract liability in publishing price 
quotations, one arose in Nebraska. A telegram was 
sent signed by one of the parties, “I am asking 23 cents 
per pound for the car of red clover seed from which 
your sample was taken. No. 1 seed, practically no 
plantain whatever. Have an offer 2234 per pound, 
f.o.b. Amity.” 

To this was replied, “Telegram received. We accept 
your offer. Ship promptly, route care Milwaukee Road 
at Omaha.” 

“That,” commented the court with reference to the 
first telegram, “does not say, ‘I offer you at 23 cents 
per pound the car of red clover,’ nor does it say, ‘I will 
sell to you the carload of red clover at 23 cents per 
pound’.”’8 

On these facts and rather unimportant correspon- 
dence preliminary to the exchange of telegrams the 
seed company sought damages for what it considered 
a breach of contract. 

The other of these outstanding decisions, to which 
the judge in the clover seed case referred as “leading,” 
arose in Nebraska from substantially identical facts. A 
famer wrote a wholesale seed company, “I have about 
1800 bu. or thereabouts of millet seed of which I am 
mailing you a sample. This millet is recleaned and was 
grown on sod and is good seed. I want $2.25 per cwt. 
for this seed f.o.b. Lowell.” 

Immediately the seed house telegraphed, “Sample 
and letter received. Accept your offer. Millet like 
sample two twenty-five per hundred. Wire how soon 
can load.” 

Here again the court pointed out the inadequacy of 
the telegraphed answer. The offer was made of “1800 
bushels or thereabouts.” The telegram purporting to 
be an acceptance was “for 1800 bushels—no more, no 
less.’”® 


Willingness to Negotiate 


In neither of these instances did the interchange of 
telegrams and letters make a contract or create an ob- 
ligation. “The commonest examples of offers meant to 
open negotiations and to call for offers in the technical 
sense,” wrote William Herbert Page in his work on 
contracts, “are the advertisements, circulars and trade 
letters sent out by business houses. While it is possible 
that the offers made by such means may be in such 
form as to become contracts, they are often merely ex- 
pressions of a willingness to negotiate.” 

These incidents are mild in their consequences, how- 
ever, compared with a circular telling in effulgent 
phrases the profits in grain futures to be had on the 
Chicago Broad of Trade. The schedule, according to 
the victim, was, “One month, $10; another month, $10; 
sometimes $12 or $15; one month, $20, and each month 
you got a whole lot of money. If you spent $100 each 
month, you got $10 extra, and if you put that $10 
back you would get more, and in a short time you 
would get quite wealthy.” 

Stimulated by these golden dreams of affluence a 
check was forwarded the advertiser with a letter that, 
“So many dollars were from mama, and so many from 
myself, and when he sent the receipts would he credit 
my mother with so much money and me with so much 
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money, and send each a separate receipt so as not to get 
things mixed up.” 


A Notice, Not an Offer 


A few short months and the naive investors sought 
the courts in an effort to recover their investment. Re- 
versing a judgment in their favor the appellate court 
“viewed the subject all round.” “It is like any other 
advertisement, the effect of which is simply to give 
notice to persons * * * that the advertised is prepared 
to enter into a business relation.”” The facts make a 
pitiful repetition of the lines of Bret Harte in his 
poem, “Mrs. Judge Jenkins?” 

“If of all words of tongue and pen, 
The saddest are ‘It might have been’ 
More sad are these we daily see, 

It is, but hadn’t ought to be.” 

“An offer to serve on such a basis,” continued the 
appellate court, “must be such as that upon the accept- 
ance, without more, not only can the contract be ascer- 
tained, but that it will be obligatory upon each party 
at the time the acceptance is deposited in the post office, 
whether the one making it receives it or not and unless 
it is sufficiently definite for that purpose so that the 
contract is complete when the acceptance is mailed and 
that neither party can withdraw from it after that time, 
It cannot be the foundation of any rights.”?° 

A delay in the transmission of a message in North 
Carolina ended in an action against a telegraph com- 
pany. The agent of the Standard Oil Company wrote, 
“Kindly advise us by wire if you can use about 1500 
creosote barrels between now and January Ist at 95 
cents each delivered in car load lots.” The delayed 
telegram replied, “We accept your offer 1500 barrels,” 
but failed to reach its destination before the barrels 
were sold elsewhere. Asserting the only damages to be 
the charge for transmitting the telegram, the judge re- 
marked in his opinion, “The failure of the telegram 
company did not cause the breach of a consummated 
contract; it only prevented one that might or might 
not have been made.” 

“No one means all he says,” wrote Henry Adams, 
“and yet very few say all they mean, for words are 
slippery and thought is viscous.” 

1 Craft v. Elder & Johnston Co., (Ohio) 38 N.E.2d 
416. 

2 Georgian Co. v. Bloom, 27 Ga. App. 468, 108 S.E. 
813. 

8 Lovett v. Loeser, 124 Misc. 81, 207 N.Y.Suppl. 753. 

4 Carlill v. Carbolic Smoke Ball Co., L.R. (1893) 1 
Q.B. 253. 

5 Williams v. Carwardine, 4 B. & Ad. 621. 

6 Gordon v. Ingersoll-Rand Co., 117 F. 2d 654. 

7 Montgomery, Ward & Co. v. Johnson, 209 Mass. 
89, 95 N.E. 290. 

® Courteen Seed Co. v. Abraham, 129 Ore. 427, 275 
p. 684. . 

® Nebraska Seed Co. v. Harsh, 98 Neb. 89, 152 N.W. 
310. 

10 Zeltner v. Irwin, 25 A.D. 228, 49 N.Y.S. 337. 

11 Cherokee Tanning Extract Co. v. Western Union, 


(N.C.) 55 S.E. 777. 
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Reconversion of the Credit Manager 


Return of Competitive Selling Brings Problems 


By D. R. PERSHING 
Credit Manager, Dixie Cup Company, Chicago 


to solve after V-Day will be one of PERSONAL 

RECONVERSION. The war has caused many 

changes in business and our personal affairs. 
Some we undoubtedly recognize, but the changes we 
may entirely overlook have taken place within our- 
selves. 

In these uncertain times we have not been thinking 
or working as normal human beings. Many disturbing 
conditions have entered into our daily lives and new 
habits have been formed which may prove to be a 
serious handicap later on. 

So if we are to keep in step with the future, if we 
are to carry on effectively after the reconversion of 
business from war to peace-time activity, it is absolutely 
necessary that we carefully examine the present trend 
of our thinking and personal habits. The good old 
days are not coming back, and the road ahead will not 
be easy. Production, sales and competition will be on 
a different basis. Many difficult problems will arise, 
and if we fail to cultivate a mental attitude that can 
be readily adjusted to new and exacting conditions, we 
will fall far short of management expectations. 


= The toughest problem Credit Managers will have 
« 


Not a “Necessary Evil" 


The Credit Manager of the past is a good example 
of mental attitude at its worst. He was all too fre- 
quently referred to by salesmen and customers as a 
necessary evil, a glorified bookkeeper without training 
in the art of dealing with people. Every customer was 
just a debtor regardless of rating or volume of busi- 
ness. His outlook on life was clouded with suspicion, 
and in many instances he was so narrow-minded his 
ears rubbed. 

While some of these negative qualities are still in 
evidence here and there, we all know that the Credit 
Manager today has become an important factor in 
every worthwhile business. The National Association 
of Credit Men, with its affiliated chapters, has done 
much to put credit management on a dignified basis, 
and in recent years Credit Managers, as a whole, have 
achieved outstanding success in building business, and 
in protecting the assets of their companies. 

But now we are coming to the turn in the road. 
With production unable to keep up with orders, and 
the Sales Department forced to decline business from 
old and new customers, there is a great danger that 
we have become complacent or indifferent. For 
the most part customers are paying bills promptly. The 
extension of credit is not a serious problem. The 
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boider-line cases and problem customers are in the 
minority. This is the time when it is easy to let down 
and assume that the future will take care of itself. 


Problems to Test Our Ability 


However, there will be a great awakening after the 
war is over, and we get back to civilian production 
and full fledged competition. Many customers have 
strayed from the fold and must be won back. Orders 
from new customers, rated and unrated, will be laid 
on our desks in every increasing numbers. Regular 
customers who have been good pay may become seri- 
ously involved overnight. These are problems which 
will test our ability, and we must be prepared mentally 
and physically to meet every situation. 

Credit management is much more than investigating 
credit, okaying orders and collecting bills when due. 
The personal characteristics of the man who assumes 
this responsibility are of major importance. As Credit 
Managers we are dealing with human nature, some- 
times at its worst, and our success depends upon the 
knowledge we have acquired through study and ex- 
perience. Webster says “A man may possess first- 
hand knowledge, yet never apply it in such a way as 
to show wisdom.” He further states “Wisdom units 
the facts of knowledge and the fruit of experience.” 
Therefore, in making our plans for personal recon- 
version, let us not overlook the need for knowledge 
plus wisdom as we move into the post-war period. 

Unquestionably the Credit Manager’s first considera- 
tion should be himself. “Know thyself,” said the 
philosopher, and this command has echoed down 
through the years. And yet many of us might be 
disappointed if we really knew ourselves. Regardless 
of how smart we are, or think we are, we can still com- 
mit the sin of being ordinary. We live in a mosquito 
swarm of little things to do, and it is so easy to be 
petty in our thinking and dealings with others. So in 
studying ourselves, for possible improvements let us 
set our standards high above the ordinary. 


We Cannot Succeed Alone 


Let us realize that a man cannot possibly attain real 
success unless he believes in himself, also that this be- 
lief must be more than self-delusion. It must be based 
on those solid facts of character, personality and per- 
formance which inspire others to believe in us. This 
is an important point which is so frequently over- 
looked. We cannot succeed alone. We are dependent 
upon the thoughts and actions of others. The good- 
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will and friendly coperation of our fellow humans is 
indispensable. 

And speaking of cooperation, what is our attitude 
toward salesmen? Are we letting them know in every 
way possible that we are working constantly with their 
best interests in mind? Are we considered a part of 
the team, and are me making a real effort to keep our 
relationship on a very friendly basis? The greatest 
compliment a Credit Manager can receive is to have 
salesmen respect his opinion and come to him for ad- 
vice. 

It is not always possible to know our customers 
personally, but they can be grouped and classified. 
We can make a thorough study of reports. We can 
get pertinent facts from salesmen and from the cus- 
tomers themselves. The point is we should use every 
means at our disposal to find out just what kind of 
people we are dealing with. With this knowledge we 
can help to build good-will, enduring friendships, and 
a profitable volume of business for our company. 


Must Know Our Business 


The next point of interest is our business. We can- 
not stop with the knowledge of accounting and the 
principles of credit procedure. The Credit Manager 
who assumes the role of a recluse finally becomes a 
business illiterate. We must know our business from 
every angle. If we are with a large organization, it is 
important that we get around, that we become well 
acquainted with men and women in other departments. 
In this way we still absorb much valuable information 
which can be used to advantage in our work. 


Every Credit Manager should have a philosophy of 
life, based on serious study and practical experience. 
We should cultivate an open mind, an attitude toward 
things in general, which will enable us to evaluate the 
difficulties we meet, and take the proper action. It has 
been said that we live our way into our thinking far 
more than we think our way into our living, and this 
is true. So many of us live the hard way. We do not 
have a definite plan. We follow the road of least re- 
sistance, and when unusual situations arise, we are at 
a loss to know just what to do. We start at the wish- 
ing well and all too frequently come to a sad end at 
the wailing wall. 


In trying to solve some of life’s problems it isn’t 
how intensively we look at them, but how correctly we 
see them. So let us take a look at some of the personal 
characteristics. the Credit Manager needs if he hopes 
to do a better job after the war is over. 


Look for the Good in People 


A part of our philosophy should be looking for good 
in people. None of us is perfect, but we all have our 
good points. As a matter of fact in most cases the 
good in people far outweighs the bad. So in dealing 
with our salesmen and customers let us look for the 
good things. In time we will find that the good we 
see can be developed to our mutual advantage. 

Gilbert K. Chesterman once said “There is no such 
thing on earth as an uninteresting subject; the only 
thing that can exist is an uninterested person.” This 


Credit and Financial Management . 





A Chinese Idea of Credit | 


Sronmuaciation 
A man stands by hi 
worts 


4 Sentleran ox eT 





Jen A gentlexan 
& responsibility 


& man stands by hi 
words 


en who can-stand 
by their words 





Trustworthy 
‘seful 





| 
Members of the Lincoln Association of Credit Men recently heard 
an interesting talk by a professor of Oriental languages at the 
University of Nebraska on some phases of Credit in China. He 


demonstrated by the above drawing the Chinese characters used 
to designate Credit Men. 


is solid food for thought. In this transition period it 
it necessary that we intensify our interest in our work 
and the people we deal with. We must know what is 
going on. Then, too, it is important that we enlarge 
our consideration for others, and expand our friend: 
liness. These are a part of the foundation upon which 
we can build satisfactory human relations. 

As Credit Managers we will have to work more 
closely with the Sales Department in the future. Sales 
volume will depend upon this union of thought and 
action. We must investigate every possibility for co- 
operative effort and in this connection let us not over- 
look the importance of brushing up on our letter writ- 
ing ability. Correspondence is usually our main point 
of contact, and the letters we write after V-Day will 
have to be the best the mind and heart can produce. 

If we want a better world—a better credit world— 
we must be better people. This year and year we can- 
not afford the luxury of an easy chair. We will have 
to think and work. We must not only stand up and 
be counted, we must stand up to be heard. We are 
face to face with real opportunity, and as Credit Man- 
agers it is our business individually and collectively to 
help build a better world. 
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Distribution a Factor in Wholesaling 


Close Study of Cost Necessary in New Era 


By J. E. BULLARD 
Distribution Engineer, Central Valley, N. Y. 


wants from the retailer or as much as he wants. 

The retailer finds both the supply and the variety 

of what he can sell decidedly limited. The whole- 
saler is not able to keep his stocks complete and has to 
divide what he has on hand between his customers. The 
manufacturer may be engaged to a greater or less ex- 
tent in war work, the armed forces draw upon his 
civilian output and he is faced with raw material and 
labor shortages. 

Such a state of affairs creates a conscious or sub- 
conscious state of mind which is well expressed by 
“wait till I can buy what I want any place I want then 
I'll show that fellow where he gets off.” One of the 
most difficult problems on the part of every firm is hold- 
ing the good will of the customers. Never yet has it 
been done universally and successfully in war time. 

After the last war in addition to many new firms be- 
ing started all the way from manufacturers to retailers, 
there was a lot of distribution experimenting which af- 
fected the wholesaler. More manufacturers, than made 
the wholesaler entirely happy about it, tried selling di- 
rectly to the retailers. For a period after that war there 
was a boom in the warehousing business. In some lines 
a manufacturer might sell directly to the consumer 
through house to house salesmen. For a time the plan 
was tried of mailing goods to a selected list of names 
and then sending a bill. This plan was discontinued 


. During a war the consumer cannot buy what he 
iw 


later. Men bought trucks, loaded them up with what 


they thought they could sell to retailers and then 
covered routes delivering as they sold. It appeared to 
some wholesalers there was no limit to what might be 
tried to bypass them. In some trades more of this was 
done than in others. In all trades, however, there was 
plenty for the wholesaler to worry about. 

i 

Service at a Loss? 


To meet the situation, among other things, the whole- 
saler was inclined to render more and better service to 
his customers and to his manufacturers than he ever 
had before. In the grocery field he helped the retailer 


meet chain store competition through the marketing and_ 


advertising of co-operative brands. One wholesaler in 
the men’s furnishings line stated he was encouraging 
men who worked for him to start retail stores. By do- 
ing all he could to help them succeed he hoped not only 
to make them successful but permanent customers. 

As motor vehicles became more dependable and high- 
Ways were improved there was a tendency for the whole- 
saler to extend his territory, to reach out greater dis- 
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tances from his place of business. As a result he began 
competing with wholesalers in other cities and they in 
turn enroached to a greater and greater degree upon 
his. This created a situation which, to say the least, 
was not favorable to net profits. 

In the early 1930s when one wholesaler was asked 
what he had done to make ends meet, he stated he and 
other wholesalers in his line had made detailed studies 
of the territories they covered. “It is not only the cost 
of selling and of delivering by truck,” he explained, 
“that has to be considered. It is also the public trans- 
portation facilities which are available. If there is good 
freight and express service we can ship an emergency 
order promptly and at relative small cost. The cus- 
tomer probably will be glad to pay the express or 
freight charges. If there is not this service then either 
we cannot ship as quickly as a wholesaler in some other 
city or we have to make a special trip with a truck or 
car. We discovered more money could be saved by con- 
tracting the territory served and confining all our efforts 
to that area which could be served at a profit than we 
had expected.” 

Spread Out Too Far 


In other words, this wholesaler had been serving cus- 
tomers in some sections of the territory covered at a 
greater loss than he had realized. Wholesalers in all 
lines who did not watch their selling and delivery costs 
constantly were fortunate if they did not find their 
costs too high after the depression of 1929. 

Though history may repeat itself, it is likely to re- 
peat in much the same manner that an author continues 
to write stories with the same plot and the same char- 
acters. No two of his stories are alike to the average 
reader but actually they may all be the same story which 
has merely been dressed up differently. 

The last war kad rather profound effects upon whole- 
saling. That war, however, was a short one compared 
with this. We were actively engaged in it only one 
year, seven months and five days. We already have been 
actively engaged in this one more than twice as long 
with the prospect that before Japan is defeated we may 
have been in it three or more times as long as we were 
in the last one. This has been a much more mechanized 
war than the last one. It has increased our total pro- 
ducing capacity far more than during 1914 to 1919 
while at the same time there has been a much more 
acute shortage of civilian goods of all kinds. 

After this war we may expect even more distribu- 
tion experimenting than took place after the last one. 
It is going to require more and more efficient distribu- 
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tion to create the demand necessary to provide jobs for 
all those who want them. This state of affairs is at- 
tracting more and more attention from our engineers. 
The Committee on Distribution of the American So- 
ciety of Mechanical Engineers, Management Division 
held its first public session on Tuesday, Nov. 28, 1944, 
as part of the program of the 1944 annual meeting of 
the society. The subject was “Engineer’s Next Job in 
Industry.” The chairman of the committee was Fenton 
B. Turck, President, Turck, Hill and Co., Inc., New 
York City. 


A Job for Engineers 


Mr. Turck, in his introductory remarks defined dis- 
tribution as “the total of all activities involved in the 
progression of goods from the producer to the con- 
sumer. It includes warehousing, transportation, whole- 
sale and retail marketing, advertising and a substantial 
part of research, engineering, accounting and financ- 
ing.” 

He pointed out the wartime “miracle of production” 
was the result of the job engineers had done during 
past decades in applying engineering techniques to pro- 
duction. Then he went on to say, “American industrial 
management now faces an opportunity to perform an- 
other miracle, this time in the field of distribution. Once 
again men of engineering training must be set to work. 
Once again the engineering method must be employed. 
Once again billions of dollars must be invested. Once 
again unit costs must be driven down; and with ef- 
ficiency in distribution added to efficiency in production, 
our national economy should be sounder than ever be- 
fore in our history.” 

Morehead Patterson, Chairman of the Board, Ameri- 
can Machine and Foundry Co., Inc., said, “About 1920, 
the enormous opportunities for broadening the unit 
market by cutting production costs and lowering prices 
became apparent. Engineering thinking and techniques 
were applied to the reduction of production costs. Vol- 
ume mounted as prices declined. The phrase, ‘mass pro- 
duction,’ became familiar to all. The efforts to reduce 
production costs have not been confined to large-volume 
industry. Managements throughout the country have 
been highly conscious of the necessity for reducing 
production costs. They have applied engineering 
methods and techniques on a broad scale. They have 
given their chief attention to this phase of the business.” 


Pointing out that the greatest part of retail unit cost, 
today, is in distribution he spoke of a household ap- 
pliance having a factory cost of $15 but retailing for 
$95. When it became necessary to meet an additional 
tax bill equal to a dollar per appliance the effort was 
confined to the $15 factory costs rather than to the $80 
distribution margin. 


Fact Finding, Analysis Necessary 


After mentioning what he considered engineers 
should not do, such as becoming salesmen, Mr. Patter- 
son said: “I am insisting upon the necessity for the ap- 
plication of engineering thinking—the objective fact 
finding, accounting and analysis; the experimentation, 
testing and evaluation and the final establishment of 
principle and policy that is characteristic of the best 
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modern engineering practice to the problems of dis- 
tribution.” 

In his 1944 American Society of Mechanical Engi- 
neers, Presidential Address, Robert M. Gates said: 
“Engineers have developed for industry an almost un- 
limited capacity to produce. Yet industry has found no 
adequate way to move the mass of actual production, 
much less potential production, economically and con- 
tinuously to consumers. The operation of the tendency 
of supply and demand to maintain a balance in our eco- 
nomic activities has been depended upon—but we have 
applied engineering techniques tremendously to increas- 
ing the supply without realizing the extent of our col- 
laterial responsibility for applying them to the other 
side of the balance... 

“Yet economies in production have not been matched 
by economies in distribution. Industry’s capacity to 
produce has not been fully used because the relatively 
rigid cost of distribution has blocked the channel— 
limiting effective demand and so checking the flow of 
production. The productivity we create demands open 
channels of distribution. Surely engineering techniques 
need to be applied there.” 

All this suggests there will be just as much experi- 
menting in distribution after this war as there was 
after the last one. It is quite likely there will be more. 
The experiments of the past, however, were directed 
more toward increasing sales volume rather than to- 
ward reducing the cost of distribution. As a matter of 
fact, in many cases, the experiments conducted by 
manufacturers proved so expensive they had to be dis- 
continued. For example, a manufacturer who tried 
operating retail stores with the expectation this would 
increase sales volume found the results disappointing. 
Not only did the plan fail to increase volume as ex- 
pected but proved far too costly. Some manufacturers 
who had been distributing through wholesalers but by- 
passed them after the last war finally had to return 
to their former distribution set-up and take the losses 
they had suffered in conducting the experiments. 


Lowered Prices Increase Sales 


A lesson which has been learned during the past two 
decades is that the lower the retail price, the larger the 
volume of sales. The people of the nation have but a 
limited amount of money to spend. Some, of course, 
have more than others. Each reduction in price broad- 
ens the sales field. More people can buy and buy more 
than they did before. This holds in the case of every- 
thing which is produced all the way from automobiles 
to bread, from new homes to milk. In the past, as was 
pointed out by those engineers, the lowering of retail 
prices has been brought about primarily by lowering 
production costs. In some cases distribution costs have 
gone up. In others they have been lowered to some de- 
gree. On the whole, however, comparatively little prog- 
ress has been made in bringing about a marked decrease 
in the cost of moving goods from the producer to the 
consumer. There is, in the case of a great many things 
which are produced, a considerably higher distribution 
cost than there is a production cost. 


This is coming to be realized more and more and 
there is good reason to believe concentrated efforts will 
be made in the postwar period to reduce all distribution 
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costs to as great a degree as possible and that this effort 
will continue until distribution costs have been reduced 
to a point comparable with the reduction in production 
costs over the past three or four decades. In other 
words, costs are going to be watched in the future much 
more carefully and in far greater detail than they ever 
have been before in the distribution field. They are go- 
ing to be studied and efforts are going to be made to 
get them down just as low as it is possible to get them. 


Delivery Costs Important 


Obviously, a wholesaler who does not realize this and 
who pays too little attention to his costs will find him- 
self at a very decided disadvantage in the competitive 
field in which he does business. It is likely he will have 
to give more thought and study to lowering his unit 
cost of selling than he has in the past. Certainly, he 
will need to watch his delivery. costs. As a matter of 
fact, delivery costs may prove one of, if not the most 
difficult problems. 


Retailers are going to strive to reduce their costs of 
doing business. One way of accomplishing this is to 
sped up the rate of turnover. A high rate of turnover 
means more frequent and smaller orders given the 
wholesaler. That, in turn, means the wholesaler will be 
called upon to make deliveries oftener and to deliver 
smaller quantities to each of his retail customers. The 
wholesaler’s problems then becomes one of nct only 
keeping his unit delivery cost as low as in the past but 
of making it still lower, if possible. It is to be expected 
competition will force the retailers to keep on increas- 
ing their rate of turnover. It follows it is not likely to 
be easy for the wholesaler to solve his delivery cost 
problem. 

Postwar motor vehicles should be better ones than 
those of the past. New highway building plans already 
have been drawn up so work can be started in carrying 
them out just as soon as labor, materials and machines 
become available for the purpose. There will be a 
greater temptation to expand the territory served than 
there was after the last war. Improved service will be 
demanded both by the retailers and the manufacturers. 
The temptation will be present to render all the service 
called for. It may appear to be necessary to render it 
if the desired sales volume is to be maintained. Yet, 
any increase in wholesaling costs mean an increase in 
total distribution costs. If a wholesaler’s costs are too 
high there always is the danger ways and means will 
be found to by-pass him. Some producers, in fact, 
have distribution systems which do not include the 
wholesaler. Whether or not they can continue to keep 
the cost of distribution low enough, remains to be seen. 

There appears to be no doubt that in the future the 
wholesaler as Mr. Patterson insisted in his paper read 
to the American Society of Engineers, will have to do a 
lot more objective fact finding, more detailed and accu- 
rate accounting, apply more engineering analysis and 
do more evaluating, testing and experimenting. 


A Survey That Paid Dividends 


Rarely is enough of this done in any link of the chain 
of distribution. Far too little, certainly, is done when 
it comes to delivery costs. As an example, back in the 
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1920s when both electric trucks and gasoline trucks 
were being used by laundries for delivery purposes, a 
laundry trade paper asked a writer to gather data in his 
territory on the relative cost of using electric and gaso- 
line vehicles. He called upon six or seven laundries. 
One of these was doing real fact finding. It was keep- 
ing such detailed records it knew the mileage cost and 
the bundle cost for each types of vehicle and each type 
of route. Incidentally, it may be of interest to know 
the man who owned this laundry started as a driver and 
died a millionaire. He made his money largely because 
he did so much fact finding, applied engineering prin- 
ciples to so great a degree to his business. Not one 
of the other laundries was giving as much attention to 
learning the true facts regarding the comparative costs 
of electric and gasoline vehicles. 


In the trucking business, competition has made it 
necessary to study costs to a greater and greater de- 
gree. The manager of one truck company said that 
when he had an opportunity to get a trucking contract 
from a railroad, a job of hauling freight from one 
freight station to another, he analyzed the job with care. 
His study indicated the lowest cost to him would result 
by using semi-trailers and a smaller number of tractors 
to haul them. His was the lowest bid and he got the 
contract at a price which allowed him a very satisfac- 
tory profit. 


A Study of Truck Uses 


Another trucking company made it a practice to buy 
a certain number of new trucks every year. The new 
ones were used on the longest runs because they were of 
higher speed and more dependable than the older ones. 
Trucks were assigned in accordance with the age to 
work which they could do as well as newer and better 
ones. The oldest ones were used for picking up in sec- 
tions where the traffic was densest and under conditions 
which prevented high speeds. 

A third trucking concern owner said that applying 
engineering principles to his business had enabled him 
to reduce his trucking costs by one third below what 
they have been had he continued in the conventional 
manner of trucking. He found, for example, that semi- 
trailers proved highly economical on routes where it 
might have been taken for granted they would show no 
marked saving. By using the type of vehicles best 
suited for each demand he has been able to lower his 
costs to a much greater degree than he could have 
without the study he has given to the problem. 

The problem, therefore, will be partly finding ways 
and means of enabling the salesmen and the truck 
drivers to earn more. The solving of this problem calls 
for far more fact finding than ever has been done be- 
fore. There is so little that has been done in the past 
along this line there is not much to go on. Anyhow, 
conditions will be different after the war than they were 
before. Engineering techniques will have to be ap- 
plied. One caution, however, may well be observed. 
There may be a horde of men setting themselves up as 
distribution engineers. Some will be good, some not 
so good. If such service is needed, it will be well to 
investigate the qualifications before engaging any of 
them. 


a a re arm, 





Are Cartels Consistent with World Peace? 


Do We Need an International Anti-Trust Agreement? 
BY CORWIN W. EDWARDS 


Department of Economics, Northwestern University, Formerly Consultant on Cartels, Dept. of State 


come known in the United States as a bad word. 

We have long had, under the Anti-Trust Laws, 

a policy toward combinations in restraint of 
trade. In recent years we have become aware of the 
international scope of some of these combinations. We 
have become aware that some of them which escape 
our jurisdiction, wholly or partly, behave in very much 
the same fashion as those that we have long known 
domestically. Furthermore, we have become aware 
that the problems raised by an international combina- 
tion differ somewhat from the problems raised by 
domestic combinations ; and we have hit upon the term 
“cartel,” mostly because it has a foreign sound, to refer 
to these international combinations. 


1 shall mean by “cartel” any group which endeavors 
substantially to limit competition in international trade. 
The purpose of cartels, like the purpose of all efforts 
to limit competition, is to enhance profits. The typical 
techniques of cartels are to do so by endeavoring to 
raise prices, and, where necessary, by restricting output 
or allocating markets. 


™ In the last few years the term “cartel” has be- 
& 


Two Kinds of Cartels 


In general, the international cartels which have been 
investigated within the last few years have divided into 
two types. One is the type which undertakes to con- 
trol prices by some sort of direct agreement to limit 


With Congress wrestling with and sweating over an ex- 
tension of our Reciprocal Trade Agreement Law, the 
Bretton Woods Proposals for an International Bank for 
Reconstruction and Development and an International 
Fund for establishing world wide trade, a problem of 
cartels, how they have affected American trade in the 
past and how they might affect our international trade 
in future, becomes a very timely subject. Perhaps the 
best informed person in this country on the general sub- 
ject of cartels and their effect on business is Corwin D. 
Edwards of the Department of Economics, Northwestern 
University, who was formerly a consultant on cartels for 
the U. S. Department of State and was formerly Chair- 
man of the Policy Board, Anti-Trust Division, U. S. De- 
partment of Justice. On May 9 Mr. Edwards delivered 
an address before the members of the Chicago Associa- 
tion of Credit Men on International Cartels. We are 
presenting the first portion of Mr. Edwards' address here- 
with. The balance of it will be presented in the August 
issue. 
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production or to limit exports. An example is the 
international tin cartel before the war. Another ex- 
ample is the cartel which controlled natural rubber. 
In general, this kind of a cartel is most often found 
in raw materials or in very slightly processed products. 

A second type of cartel, which is more important 
for the United States, because Americans more often 
participate, is the cartel which allocates world markets. 
In this sort of arrangement, the control over prices and 
marketing policy is achieved by an agreement to leave 
certain parts of the market to the exclusive control of 
a particular company, which is free then to follow its 
own policy. Sometimes the allocation of markets is 


by territories. One company will get the British Em- 


pire, another company will get North America, and a 
third and a fourth various parts of Europe. Some- 
times the allocation is by products. One company will 
agree to manufacture only a certain line, or only prod- 
ucts for a certain use, provided another one stays out 
of that line and makes something else. 


Some Are Government Backed 


It does not make any practical difference whether 
cartel organizations are exclusively private, as a great 
many of them are, or whether they have some kind of 
tacit or even explicit support from certain govern- 
ments. Very frequently, when the sources of supply 
for the world are in one or two countries, the producers 
in those countries will be able to get their governments 
to back them in a scheme of price raising against the 
rest of the world. In cartels in which German pro- 
ducers were prominent, no major cartel decision could 
be taken during the last 12 years until the German com- 
panies obtained the explicit assent of their own gov- 
ernment. 

Government supervision over cartels has not ap- 
peared to change in their essential behavior, although 
it has changed the public policy questions which arise 
about that behavior. 

In the last few years, cartels have become a sub- 
stantial problem in the United States. They are a 
problem for three reasons: In the first place, the scale 
and scope of cartelization have grown enormously 
within the last two decades. Isolated cartels in inter- 
national trade have been known for at least half a cen- 
tury, perhaps a century. Shortly before the first World 
War, though there were a number of them, they were 
still relatively rare phenomena and controlled only a 
small portion of international trade. The period be- 
tween the two wars was a period of proliferation of 
cartels. All new phenomena soon come to seem an- 
cient, and the tendency now is to assume that carteliza- 
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It is only natural that users who selected Burroughs 
machines for fine construction and fine performance 
look to Burroughs for the finest mechanical service. 





Years ago, in recognition of the fact that no machine— 
however superior in design and construction—can be 
any better than the mechanical service provided for it, 
Burroughs formulated a realistic service policy: The best 
machines deserve the best service. 


The result is today’s highly-trained, experienced service 
organization, whose intimate knowledge of Burroughs 
construction, adjustment and operation is helping more 
users than ever before to keep their Burroughs machines 
at peak operating efficiency. 2 


Burroughs service is available to the user under either 
of two plans: (1) a Burroughs Service Agreement at a 


predetermined, moderate annual cost; or (2) service 7 2 
when requested, at a moderate charge for each service UW r : oug ty 


as rendered. All work is guaranteed by Burroughs. 


In these times—when good service is so very important - IN MACHINES 
and generally most difficult to get— Burroughs mechanical IN COUNSEL 
service is unequaled for efficiency and dependability. | ‘-'IN SERVICE 
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tion of international trade has always existed and always 
will exist. 


Problem of Trade Barriers 


As’a matter of fact, the spread of cartels expressed 
the peculiar condition of the world and particularly of 
Europe after the Treaty of Versailles. That treaty had 
set up a host of new, little governments whose borders 
had often been drawn between the important centers 
of production and the important markets for their prod- 
ucts. The new governments wanted to be as nearly 
as possible industrially self-sufficient. They went in 
promptly for various forms of tariff raising and vari- 
ous forms of encouraging domestic production, whether 
or not there was already an adequate supply, and 
whether or not there was any chance to produce eco- 
nomically within the national boundaries. 


Thus there came to be, in industry after industry, 


a peculiar problem and peculiar difficulties in getting 
at one’s natural markets. The creation of trade bar- 
riers confronted businessmen throughout Europe, and 
to a lesser extent elsewhere in the world, with major 
problems if they engaged in international trade. 


Along with this systematic destruction of markets 
went, at the end of the 20’s, the greatest depression the 
world has known, and a desperate struggle for what 
appeared to be a vanishing volume of business. In 
this struggle, it was the aspiration of every group, and 
by that I mean both governmental and private groups, 
to get what business there was and let the other fel- 
low sink. 


Part of World-wide Scramble 


The cartel was part of that scramble. The first effect 
of the erection of trade barriers was a policy of dump- 
ing across national boundaries in an effort to get one’s 
natural markets regardless of tariffs. Dumping and 
counter-dumping was followed by business treaties of 
peace. In case after case, there was some sort of an 
agreement to divide the market, to fix prices, to deter- 
mine the channels of trade by an agreement rather than 
by competition. The process was very natural, step 
by step. In the aggregate, it gave us an international 
trade which to an unparalleled extent was controlled by 
monopolistic arrangements. For that reason, cartels 
have become an important problem. 


In the second place, cartels have become important 
as 2 problem because they have acquired a new political 
significance in addition to their old economic signifi- 
cance. Economically, the cartel problem is merely the 
monopoly problem, so long as business enterprises are 
private and conduct their affairs for business reasons. 
But after the first World War, and particularly after 
the Nazis took power in Germany, business increasingly 
became an expression of government policy. Business 
enterprises were not left free to trade as they might 
choose. 

Let me offer you two quotations, to contrast the point 
of view which came to dominate Europe, first from 
‘Germany and then, in retaliation, from other countries 
as well. I quote the familiar view from a letter writ- 
ten in April, 1939, by the Chairman of the Board of 
‘General Motors Corporation. 


He says that a company with international connec- 
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tions “should attempt to attune itself to the gencral 
business of the community; make itself a part of ‘he 
same ; conduct its operations in relation to the customs, 
and design its products so as to meet the needs «nd 
viewpoints of each community, so far as it can. I be- 
lieve further, that that should be its position, even if, 
as is likely to happen and particularly as was the case 
during the past few years, the management of the cor- 
poration might not wholly agree with many things that 
are done in certain of these countries. In other words, 
to put the proposition rather bluntly, such matters 
should not be considered the business of the manage- 
ment of General Motors.” 


Different Views on Cartels 


Contrast that point of view with the statement of 
the Chairman of the Board of the German Osram Com- 
pany in 1928, even before the Nazis came in. “An 
international cartel has no right of existence and a 
German businessman has no right to become a mem- 
ber of such a cartel if this cartel is acting against the 
common interests of Germany.” 

This conception that the foreign trading concern was 
an instrument of national policy and of national collec- 
tive interest, that it was to be supervised by the state, 
that its actions were to be in the last analysis decided 
or at least approved by the state, introduced into the 
international cartel system the political aspirations of 
the state. As soon as the Nazis came into power, it 
meant that cartels were used so far as possible by the 
Germans as instruments of political aggression. 

Now I don’t suggest that German businessmen are 
any more able in an international negotiation than the 
businessmen of other countries; but it stands to reason, 
when a group of businessmen are negotiating, and 
some of them are thinking only about business and 
others are clearing with their foreign offices, that the 
group which is thinking politics will accomplish many 
of its political aims. That is what happened. The 
cartel system was used between wars as it can be used 
whenever cartel members in a totalitarian state nego- 
tiate with cartel members in a democratic state. 


Aluminum in Germany 


In the first place, cartels were used systematically 
to repress the development of strategic industry in the 
democracies, while leaving similar developments free 
within the German Reich. In the case of aluminum, 
for example, no sooner had Hitler come into power 
than the Germans refused to continue to observe the 
output restrictions of the international aluminum agree- 
ment. This exposed the rest of the industry in Europe 
to the risk of intense price competition. The agree- 
ment was changed so that the Germans acquiesced in 
the maintenance of restrictions on aluminum output 
throughout the rest of Europe, but in Germany they 
were to produce as much as they liked, with the under- 
standing that they would keep it at home. Thus Ger- 
man aluminum production became appropriate to war, 
while a businesslike monopolistic restriction, appropti- 
ate to being unprepared for war, continued in the rest 
of the continent. 

Similarly, in negotiating over military optical instru- 
ments, the Germans made arrangements with the lead- 
ing American company, by which the Americans got 
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Rovcuy speaking, about 9 minutes 
of every wartime business hour go to 
waste because of inefficient business 
forms. Whose fault is it? 

Sometimes the trees get in the way 
of the forest. 

Sometimes executives are so close to 
the problem that what is plain to an 
outsider is hidden from them. Are the 
forms too complicated? Do they trans- 
mit only essential facts? Is the se- 
quence of entries logical? Does the 
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typist enter recurring information 
which instead should be printed? 

These are questions the Moore Busi- 
ness Form specialist is trained to 
answer. He brings experience and 
a fresh outlook to your business form 
system. He marshals information; 
recommends changes; combines forms 
and doubles them up, so that one does 
the work of three or four. Then Moore 
designs the forms and prints in quan- 
tities of hundreds or millions. 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 


GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


It Canada-—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 
National Sales Check Book Co., Ltd., Montreal 
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The nine companies listed below 
have long been under Moore owner- 
ship. Now they are united under the 
Moore name — the largest company of 
its kind in the world. Service is nation- 
wide, and available to the corner store 
or the corporation with many branches. 

To speed your war output, to put all 
hands to work efficiently, perhaps to 
save thousands of dollars yearly, get 
in touch with the nearest Moore di- 
vision, as listed below, or its local office. 


MOORE BUSINESS FORMS, inc. 


ADV. BY N.W. AYER 
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the United States as their private preserve, but were 
not free to export to any of Germany’s potential Euro- 
pean enemies. And when later, rearmament got under- 
way and some of these countries approached the Ameri- 
can concern with orders, they were told, with some 
indirection, that they had better look to the Germans 
for their supplies. 

Cartels were systematically used by the Reich as in- 
struments of political penetration and propaganda. 
The great German concern, I. G. Farben, made an 
agreement in which the placing of advertising by mem- 
bers of the cartel should be determined by the political 
views of the newspapers in South America. We have 
the documentation of one particular case in which I. G. 
put pressure behind the proposal that in Argentina ad- 
vertising be withdrawn from an anti-Nazi newspaper 
and be placed in a pro-Nazi newspaper which admit- 
tedly would not sell any goods. The case was eventually 
compromised by putting advertising in both papers, for 
the American cartel partner was able to persuade I. G. 
that if the advertising were withdrawn from the anti- 
Nazi newspaper, the result might be a sharp attack 
upon the Nazis by that paper. 


Diplomatic Eyebrows Raised 


When war broke out, cartels were used as devices to 
evade the economic warfare measures of the United 
Nations. There are well-documented instances in which 
cartel partners agreed to supply the needs of custom- 
ers of a Nazi concern until the peace, and then to step 
back out of the picture, restoring the foreign business 
of the Nazi company intact. These political possibili- 
ties of cartels have raised the eyebrows of diplomats, 
some of whom don’t care a snap of their fingers about 
the monopoly issue. 

In the third place, cartels have become an important 
problem because they are inextricably in conflict with 
the broad outlines of the peace which is now being 
envisaged. We look toward a postwar world in which 
we hope to maintain high levels of employment and a 
rising standard of living. It is widely recognized that 
not only the prosperity of peace-loving nations, but also 
the chance of avoiding a third World War, depends 
very heavily upon success in this effort. 

There are differences of opinion as to how to achieve 
this goal, but few will contend that the way to do it is 
to enter upon programs of deliberately restricting pro- 
duction or deliberately restricting international trade. 
In so far as cartels are designed for that object, they 
run counter to a principal economic aim of most of the 
United Nations. 

Furthermore, it is generally agreed that a part of the 
process of making peace must be to get away from the 
pyramiding of trade barriers which developed between 
the two wars. I am not here raising the old American 
issue of protection versus free trade. Whatever the 
merits of that issue, it became clear to us befcre 1914 
that nations could live and be prosperous even though 
they had tariffs. But the pre-1914 tariffs were very dif- 
ferent from the tariffs between the wars. There was 
not such constant competition to raise tariffs in rivalry 
against one another nor was there intensive recourse to 
absolute trade embargoes and other devices for break- 
ing up international trade such as developed between 
the wars. From those we must depart. 
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It does not make sehse to get rid of governmental 
trade barriers and substitute privately maintained trade 
barriers which have the same purpose and the same ef- 
fect. There is no substantial economic difference be- 
tween government quotas on imports and cartel quotas 
on imports. There is no appreciable difference between 
prohibitive tariffs and the allocation of world markets, 
except that the allocation of markets is tighter than 
most tarifis. Therefore, the program of reducing trade 
barriers must deal with both public and private trade 
barriers. 

Furthermore, it is taken for granted that in some 
sense the industrially advanced countries must under- 
take a trusteeship of such parts of the backward areas 
of the world as may lie within their jurisdiction. That 
term “trusteeship” is intended to imply that an opportu- 
nity for a rising standard of living, for increased pro- 
ductiveness, must be offered to non-industrial areas. 

The cartel’s contribution to this problem is a system- 
atic blocking of the channels of opportunity. It is inher- 
ent in a cartel that those already in don’t want others to 
develop more producing capacity. It is inherent in car- 
tel policy, therefore, to try to block the rise of new in- 
dustry in the home countries of cartel members and to 
try to block the rise of new producing areas in other 
countries. This, too, has been amply documented by the 
investigations ot the last few years. 

Finally, a good many of us look with growing alarm 
upon the rapid extension of the sphere of public control 
over business activities. A good many of us hope that 
a part of the settlement after the war can be a substan- 
tial relaxation of these controls. There is an intimate 
connection between our success'in coping with the car- 
tel problem and our ability to move in that direction. 

Cartels foster government’ controls. They do it in 
three ways. In the first place, as they contribute to re- 
strictions of output and restrictions of employment op- 
portunitiés, they intensify the impulse which govern- 
ments always feel, when there are not enough jobs to 
go around, to adopt controls designed to keep the busi- 
ness for their own citizens. 

In the second place, since no democratic country to- 
day dares look complacently on unemployment without 
doing something about it, programs for the systematic 
restriction of output lead automatically to governmental 
pregrams of relief of one kind or another. 

In the third place, since monopolistic power is almost 
inevitably abused, its existence leads almost inevitably 
to the establishment of some kind of public agency to 
make sure that the monopolists are kept within bounds. 

We have seen this happen in other countries, where 
‘cartel courts of one kind or another were set up, and 
where originally they looked powerless to the carteliz- 
ers, but later ran the show. In Germany in 1923, the 
first cartel court was established and cartels for the first 
time got explicit statutory sanction. Just ten years later, 
in 1933, one of Hitler’s first moves was to enact a law 
permitting compulsory cartelization upon order of the 
government, and ten years after that, in 1943, the car- 
tels and the government control centers for industry 
had been merged. This is an almost inevitable pro 
gression. 

(To be Concluded in August Issue) 
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YOUR FOREIGN TRADE TOMORROW 


Calla for Planning 


The “shape of things to come” in the western 
world now begins to take form. In one field, 
that of foreign trade, it is advisable to look at 
the future situation in the light of what is 
already known. 

For example, pre-war data regarding busi- 
ness firms in European countries must be re- 
vised and brought up to date; new credit in- 
formation must be gathered and other vital 
facts correlated, taking into account drasti- 
cally changed conditions. 

In anticipation of such a need, the Chase 


National Bank has maintained its many con- 
tacts in Allied and other friendly nations. As 
always, the intimate knowledge of actual trade 
conditions as they exist and change constitutes 
an inestimable aid to those companies and 
individuals interested in export and import. 

Discussions now between forward-looking 
business executives and officers of the Chase 
should expedite development of future foreign 
trade. Conferences are available to those en- 
gaged in or planning to enter this important 
field of commerce. 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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More About Credit Limits 


They Should Be Guides Rather than Limitations 


By A. A. MARTIN 
Credit Manager, Momsen-Dunnegan-Ryan Company, El Paso 


and maintaining lines of credit has been well ex- 

pressed in the articles by Dr. Shultz and Mr. 

Buckelew. Another, and almost completely differ- 
ent way of looking at the same subject may be worth 
considering. 

This method, with variations, has been used for 
many years and with considerable success in lines of 
business such as the wholesaling of staple goods, where 
accounts, when once established, go on year after year, 
orders beirig received at pretty close intervals through 
all the seasons. My introduction to this type of credit 
management was received in a whloesale house operat- 
ing nationally. In the first interview with the officer in 
charge of the Credit Department, he said: “Our credit 
policy is very simple. We want to sell goods to every 
merchant we can reach and we want to sell every dol- 
lar’s worth we can as long as there is a good probability 
of being able to get our money.” Like other simple- 
seeming programs, this one required a great deal of 
doing. 

For one thing, lines of credit were placed on all ac- 
counts. In the case of customers who had good or even 
fair ratings, the amount of the line of credit was based 
on the rating. A table was prepared for the purpose 
containing figures all the way from $100 for K 3% up 
to $10,000 for B plus 1. This was purely a rule of 
thumb procedure, but then I think I can see a large per- 
centage of thumb in all the formulas suggested for es- 
tablishing lines of credit. 


= The scientific approach to the subject of setting up 
w 


Credits Limits-Were Tentative 


The important thing about this system was that the 
limits, whether based on ratings or otherwise, repre- 
sented only a general guide which could be used by 
credit clerks under certain circumstances in passing or- 
ders. The figures were tentative in all respects and sub- 
ject to immediate revision if purchases seemed to be 
abnormally large or if payments dragged. On the other 
hand, the line of credit was practically never considered 
as a limit to what the customer might owe us. If his 
financial condition was reasonably good and his paying 
methods satisfactory, the idea was to sell him what he 
used to call his “full requirements in our line.” 

This policy sometimes brought about peculiar condi- 
tions. In one striking instance a conference was called 
to consider a doubtful-looking account. The President 
of the company was summoned in, probably to forestall 
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future criticism. He was a loud-voiced individual, given 
to making the woof-woof type of comment. He picked 
up the ledger card, glancing at it briefly. “Hell’s fire,” 
he roared, “you are inconsistent right off the bat. You’ve 
got a $2,000 line of credit on the account, but he owes 
us over $13,000.” The tension was relieved on this par- 
ticular account by the steel mills reopening in the cus- 
tomer’s town. This improved sales and collections so 
that he soon became a discounter. 


Merely a Yardstick 


I honestly believe that it does not matter a great deal 
what system is used in setting up lines of credit, pro- 
vided the limits thus fixed are not taken too seriously; 
provided also that even a small deviation from standard 
performance in paying or purchasing is a signal for in- 
vestigation and revision. If the customer buys moder- 
ately, pays promptly and maintains a good standing and 
reputation, the account requires little attention except 
increased sales effort. If he is experienced in his line 
and gives evidence of making substantial profits, no 
good purpose is served by limiting his purchases with 
an arbitrary line of credit. 

Thus the credit manager, and he alone, has full re- 
sponsibility for watching the trend of accounts and 
making changes and corrections when they appear to be 
needed. Problems are greatly simplified when they can 
be solved by quotas, ratios and formulae. 


Close Attention Necessary 


But in the tough, highly-competitive type of business 
I am referring to, nothing takes the place of close at- 
tention to individual accounts, constantly weighing and 
watching them for the purpose of avoiding losses and, 
even more, for the purpose of getting the last available 
dollar’s worth of profitable business from every 
customer. 

Using the expression “profitable business” brings up 
the question of where to draw the line. There are many 
answers but probably the best way is for the manage- 
ment to fix an approximate maximum of credit losses 
the business will stand and then depend on the credit 
manager to stay inside the limit. If the percentage is 
not set too low, it will be found that competert credit 
management will maintain an average figure well in- 
side it and at the same time decline shipment on very 
few orders, whether they come from customers in class 
2 or class 7. 
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Wholesalers Sales 
Show 7% Drop in 
April Over March 


(Continued from Page 29) 


clothing and furnishings, 13 per 
cent. The first 4 months’ sales of 
wholesalers of automotive supplies 
was 24 per cent over those for the 
corresponding period a year ago; 
sales of shoes and other foot wear 
rose 10 per cent; farm supplies 
dropped off 8 per cent; and meats 
and meat products decreased 12%. 

Inventories, in terms of dollars 
based on cost value, at the close of 
April, 1945, were down 7 per cent 
from those of April, 1944. Percent- 
age changes varied, however, among 
the trades from a gain of 25 per 
cent for automotive supplies to a de- 
crease of 40 per cent for wholesalers 
of meat and meat products. Stocks 
held by wholesalers at the close of 
April, 1945, were down from a year 
ago for general hardware 3 per cent, 
groceries and foods, except farm 
products 12 per cent, paper and its 
products 18 per cent, and dry goods 
32 per cent. 

The stock-sales ratio for 1,788 
wholesalers was 115 for April, 1945, 
127 for April, 1944, and 107 for 
March, 1945. Wholesalers of con- 
fectionery, with virtually no change 
in sales for April, 1945, against 
April, 1944, and stocks down 20 per 
cent, showed a stock-sales ratio of 
69 this April as against 86 for April, 
1944. Sales of full-line wholesalers 
of groceries and foods showed al- 
most no change in sales, and inven- 
tories were off 14 per cent, reflected 
in a stock-sales ratio of 123 for this 
April compared with 143 a year 
earlier. For April, 1945, whole- 
salers of paints and varnishes noted 
sales approximately the same as for 
April, 1944, and stocks off slightly 
3 per cent, resulting in a stock-sales 
ratio of 120 as against 137 in April. 

Collections on accounts receivable 
were 7 per cent higher for April, 
1945, than for April, 1944, but were 
slightly 3 per cent under collections 
of March, 1945. The collection per- 
centage for April, 1945, was 123; 
for April, 1944, 115; and for March, 
1945, 127. Accounts receivable on 
April 1, 1945, were 4 per cent below 
those of April 1, 1944, while ac- 
Counts were up 4 per cent from 
March, 1945. 
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Free to Credit Executives 


Mail the Coupon for this 
Useful Collection Calculator 





HIS Collection Calculator will prove lie ahead. American Credit Insurance 


mighty useful to any man who has 
to follow up collections .. . saves a lot 
of time figuring days and dates, For 
example, just a turn of the dial im- 
mediately shows the correct due date 
after any given number of days ... or 
the number of days past due of any 
delinquent item. 


GUARANTEES PAYMENT of your accounts 
receivable .. . pays you when your cus- 
tomers can’t... keeps you from waiting 
indefinitely for settlement of delinquen- 
cies or insolvencies. 


The Collection Calculator is yours 
for the asking. Mail the coupon and get 
yours now. 





Speaking of delinquent items, Ameri- 
can Credit. Insurance can lift a load of 
worry and risk from your business 
through the many uncertainties that 


American Credit Insurance 
Pays You When Your Customers Can’t 


OFFICES IN PRINCIPAL CITIES OF UNITED STATES AND CANADA 


PRESIDENT 


si ac ct aa lant ame cela ial i itn dela 1 
American Credit Indemnity Co., of N. Y. 
52"Youn First National Bank Bldg., Dept. 47, Baltimore 2, Md. 
Without obligation on my part please send me: 
AMERICAN ( One of your new Collection Calculators 
(1 More information about American Credit Insurance 
Ta LOLs 
COMPANY ye he a ARS G hs oem kare l 
oF New YorRK RE Si are en ia sicher ss a eee | 
e 2 
a Address ......... Seon Gite 408 Se aries oly 44 
BEE AL a cee aa Uae tad FOP State 
a et ce ar lin nde tgs ld Seis ea ear neal el ann a | 
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Internal Revenue Bureau Rules 
Conversion Costs Deductible 


War contractors are permitted to 
deduct the ordinary and necessary 

u expenses paid or incurred in recon- 

verting from war to peace-time pro- 
duction according to a special announce- 
ment by the Internal Revenue Bureau 
issued on June Ist. This announcement 
which was made to collectors, agents, 
heads of field divisions and all others 
concerned with the collection of federal 
income taxes reads as follows: 

“In a case of a war contractor who 
reconverts to peacetime production and 
incurs reconversion costs, such costs 
shall be treated for federal income and 
excess profits tax purposes in accordance 
with the following: 

(a) General rules applicable—(1) Sec- 
tion 23(a)(1) of the Internal Revenue 
Code provides that in computing net in- 
come there shall be allowed as deduc- 
tions all the ordinary and necessary ex- 
penses paid or incurred in carrying on 
a trade or business, and Section 29.23 
(e)-3, Regulations 111, contains pro- 
visions for deducting losses where prop- 
erty is abandoned or discarded. (2) Sec- 
tion 24 of the Code provides that in com- 
puting net income no deduction shall in 
any case be allowed in respect of any 
amount paid for new buildings or for 
permanent improvements or betterments 
made to increase the value of any prop- 
erty, or in respect of any amount ex- 
pended to restore property. 

(b) Scope of deductible reconversion 
costs—In general such costs include the 
expenditures necessary to restore the 
plant layout to an operating condition 
substantially equivalent to that existing 
when it was converted to war production. 
The term does not include costs which 
result in enlargement or substantial im- 
provement of the facilities over their con- 
dition prior to the conversion to war 
purposes. Ordinarily the full cost of con- 
verting newly acquired war facilities 
shall be capitalized. For example, in the 
case of facilities which were constructed 
or acquired for war production purposes 
and are owned by the Government, if a 
taypayer acquired any such facilities with 
a view to rehabilitating or remodeling 
them and making them suitable for his 
peace-time production no loss is de- 
ductible by reason of any demolition cost 
in remodeling the facilities and the cost 
of remodeling constitutes a capital ex- 
penditure. A similar rule is applicable 
with respect to facilities, the entire cost 
of which is being recovered by the tax- 
payer through amortization deductions 
under Section 124 of the Internal Rev- 
enue Code. 

(c) Costs not borne by taxpayer.—lf 
a taxpayer is definitely entitled to com- 
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pensation or reimbursement for any item 
of reconversion cost. incurred, as, for 
example, where there is specific provision 
therefor in an agreement, the amount of 
the item, to the extent deductible, shall 
be deducted in computing net income for 
the taxable year for which the com- 
pensation for such item is includible in 
gross income; and if the compensation 
or reimbursement is not includible in in- 
come, the amount of such item, to the 
extent that it does not exceed the amount 
of the compensation or reimbursement, 
shall not be deductible for any taxable 
year. 

(d) Removal of war facilities and 
materials.—Subject to the exceptions stated 
in this paragraph and in the preceding 
paragraph, the costs of removing war 
facilities and materials from the contrac- 
tor’s plant shall be deducted in computing 
net income for the taxable year in which 
such costs are incurred. In the case of 
facilities subject to depreciation at rates 
based on cost less net salvage value (i.e., 
gross salvage value less cost of removal), 
the cost of removal of such facilities 
shall be deductible only to the extent 
that they exceed the amount deducted 
therefor in computing such net salvage 
value. In the case of a facility subject 
to amortization deductions under Sec- 
tion 124 of the Internal Revenue Code, 
as amended, the cost of removing such 
facility is deductible only to the extent 
that it exceeds the salvage value of the 
facility at the time of removal. 

(e) Loss of useful value of facilities — 
If upon termination of war production or 
upon reconversion to peace-time produc- 
tion a facility is abandoned or per- 
manently discarded within the meaning 
of section 29.23(e)-3 of Regulations 111, 
a deduction for loss of useful value is 
allowable for the taxable year in which 
the facility is so abandoned or discarded, 
regardless of whether the facility is an 
emergency facility within the meaning 
of Section 124 of the Internal Revenue 
Code, as amended. See, however, the 
above paragraph (c). The adjusted 
basis of the facility for the purpose of 
determining the amount of such loss 
shall be the adjusted basis at the date the 
facility is abandoned or discarded. 

(f) Cost of moving machinery—As 
used in this paragraph, the “cost of mov- 
ing” includes expenses incidental to re- 
arranging machinery for peace-time pro- 
duction and does not include installation 
or reinstallation costs which are dis- 
cussed in paragraph (g), below. Where 
machinery was removed from the plant 
in converting to war production, the cost 
of moving such machinery to the plant 
in reconverting is deductible in com- 
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puting net income for the taxable year 
in which the expense is incurred. A 
similar deduction is allowed for the cost 
of moving machinery from one location 
to another within the plant. Also, where 
machinery installed by the contractor 
for war production purposes is to be used 
by the contractor in peace-time produc- 
tion, the cost of moving such machinery 
in rearranging the plant is deductible, 
The rule stated in the preceding sentence 
is not applicable in the case of Govern- 
ment-owned machinery which is acquired 
and moved by the taxpayer, if the Gov- 
ernment is obliged to remove the ma- 
chinery. 

(g) Reinstallation of machinery— 
When machinery is purchased and set up 
ready for use, ordinarily the cost of 
such installation is part of the original 
cost of such machinery and constitutes 
a capital expenditure, for the machinery 
is not ready for use until installed and 
the installing of machinery constitutes 
an improvement. MacAdam and Fos- 
ter, Inc, 8 B. T. A. 967. In some cir- 
cumstances, however, as in the case of 
heavy machines, the cost of foundations 
and the installation costs may be charged 
to separate accounts, rather than to the 
cost of the machine. In such cases, the 
cost of the original foundations and 
original installations, less depreciation 
accrued thereon and less the salvage 
value thereof, constiute a deduction at 
the time they were removed to convert 
to war production, provided that such 
deduction was taken by the taxpayer in 
filing his return for the year of removal. 
Upon reconverting to peace-time produc- 
tion, the cost of new foundations or in- 
stallations in such cases shall, to the ex- 
tent of the adjusted basis of the old foun- 
dations at the time of their removal, be 
treated as capital expenditures. If any 
such foundations were constructed for 
war production purposes or any such in- 
stallations were made for such purposes, 
and if in reconverting to peacetime pro- 
duction such foundations or installations 
are removed, the cost thereof, less de- 
preciation or amortization to the date 
of the removal and less any salvage value, 
constitutes a deduction in computing net 
income for the taxable year of the re 
moval. In the case of machinery which 
was installed for war production pur- 
poses and is moved and reinstalled for 
peace-time production, if the entire cost 
of installation is being recovered through 
amortization under Section 124 of the 
Code, as amended, the cost of reinstalla- 
tion is not deductible and shall be capt 
talized as part of the cost of the 
machinery. The installation cost with ré- 
spect to new machinery replacing old 
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machinery which was abandoned upon 
conversion to war production or which 
is unusable upon reconversion to peace- 
time production, and the installation cost 
of any other additional machinery, con- 
stitute capital expenditures. Also, the 
costs of reinstalling Government-owned 
machinery which is acquired and moved 
by the taxpayer, constitute capital ex- 
penditures. Subject to the foregoing, if 
the original installation cost was not de- 
ducted for the taxable year in which the 
machinery was moved in converting to 
war production, the cost of reinstalling 
such machinery is deductible in comput- 
ing the taxable income for the year in 
which such cost is incurred. For the 
purpose of the foregoing provisions of 
this paragraph, “machinery” includes ma- 
chines; electrical apparatus such as gen- 
erators, motors, etc.; electrical acces- 
sories; ovens and furnaces; conveyor 
equipment, provided that they are mov- 
able. See, also, the above paragraph (c). 

(h) Cost of reconverting building.— 
As used herein, the term “building” in- 
clude piping, wiring, fixtures and other 
building equipment which constitute an 
integral part of the building and are 
necessary for the general purpose for 
which the building would ordinarily be 
used in peace-time production. For ex- 
ample, such equipment may include 
plumbing and toilet facilities, water, 
sewer and drain pipe, sprinkler and fire 
protection systems, power wiring from 
connections with main line systems to 
wall outlets, lighting wiring, heating sys- 
tems (including boilers, furnaces, and ac- 
cessories) installed within the building, 
ventilating systems, elevators, fire es- 
capes, and steel floor plates which serve 
as a part of the floor. For federal in- 
come and excess profits tax purposes, a 
building, together with all such equip- 
ment, may be included in one account 
with a composite rate of depreciation, or 
the building equipment may be set up in 
separate accounts, in which event sepa- 
rate rates of depreciation may be ap- 
plicable to the particular items. If in 
converting to war production any part of 
a building was demolished by a taxpayer, 
ordinarily such taxpayer is entitled, in 
computing net income for the taxable 
year of such demolition, to deduct the 
undepreciated cost of the part of the 
building demolished. For example, if 
in making alterations for the purpose of 
converting to war production the tax- 
payer tore out a wall, discarded floors, 
or changed the roof and ceiling, the de- 
Preciated cost of the portion of the build- 
ing so demolished constitutes a proper 
deduction in computing net income for 
the year in which the demolition oc- 
curred. In some cases, however, it will 
be very difficult to establish the undepre- 
ciated cost of the portion of the building 
removed or demolished. Cf. Treat Hard- 
ware Co., 6 B. T. A. 768. In such cases, 
where the taxpayer has not claimed and 
1S not allowed any deduction of a loss 
for the taxable year of the removal or 
demolition, and it is not feasible to de- 
termine the amount of such loss, if upon 
reconverting to peace-time production the 
Parts of the building so removed or de- 
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| nancing Plan . 
| interference with your management, 





O cancellations and cutbacks 
make you need more cash 
quickly . . . for current operations, 
taxes, renegotiation payments or 
any other purpose? Do you need a 
liberal and assured supply of funds 
to reconvert or expand your plant, 


build inventories, finance sales activ- 


ity and see your business through to 
profitable civilian operation? 


Then don’t fail to investigate our 
new and broader Commercial Fi- 
. . Which involves no 


| no restrictions on your operations. 
| At our drastically reduced rates, 
many companies now find this 








plan more liberal, more flexible and 
lower in cost than any other method 
of financing available to them. 


What’s more, under this plan you 
will have no balances to maintain .. 
no worries about renewals, calls or 


| periodic clean-ups of your loans. 


COMMERCIAL FINANCING DIVISIONS:* 


Instead, you will have funds at your 
disposal to use as needed under a 
continuing arrangement . . . which 
combines the features of permanent 
financing with the flexibility and 
low net cost of borrowing on a day- 
to-day basis. 


Equally important, this plan will 
free you from the handicap of a 
short line of credit which barely 
meets your needs under normal 
conditions, and which may be 
tightened up or withdrawn when 
you need money most. Instead, you 
will have ample funds available to 
meet unusual situations, take ad- 
vantage of opportunities, expand 
volume and increase profits. 


Let us show you how this plan can 
meet any need for funds in your 
business quickly, economically and 
without red tape. Just write, wire 
or phone the nearest Commercial 
Credit Company office listed below. 


Baltimore, New York, Chicago, Los Angeles, San Francisco, Portland , Ore. 





COMMERCIAL 1) 
CONPANY 


07 Tu and Surp 


Lo Tat 


lus more AL 





$65,000,000 


rc eae 


FINANCING OFFICES IN OVER 100 PRINCIPAL CITIES OF UNITED STATES AND CANADA 
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molished are replaced to restore the 
building to its original condition, the tax- 
payer may, in computing net income for 
the taxable year of the change, deduct 
the cost of making the restoration or re- 
placement. If, however, the part of the 
building previously removed or demol- 
ished is, upon reconversion to peace-time 
production, replaced with a new and im- 
proved type of material or device, the 
amount allowable as a deduction in com- 
puting net income for the taxable year 
of the reconversion shall not exceed a 
reasonable estimate of the amount neces- 
sary to restore such part of the building 
to its original condition. The provisions 
of the preceding sentence are not ap- 
plicable where, for example, the taxpayer 
installs a new heating, sprinkler, or ven- 
tilating system, for in such case the 
amount of loss deductible for the tax- 
able year in which the old system was 
discarded is reasonably ascertainable. 
However, the taxpayer is entitled to de- 
duct as ordinary and necessary business 
expenses (1) the cost of removing and 
relocating any building equipment which 
was moved and relocated for war produc- 
tion purposes and which, upon conver- 
sion to peace-time production, must 


again be moved and relocated, and (2) 
the costs of reinstalling any building 
equipment which was removed and stored 
during the period of war production. 
The provisions of the preceding sentence 


are applicable, for example, in a case of 
pipe, wiring, and building fixtures. See, 
however, the above paragraph (c). The 
foregoing provisions of this paragraph 
are applicable in the case of a lessee of 
a building with respect to which changes 
were made to adapt it to war production 
purposes. Furthermore, if the lessee is 
under an obligation to restore any part 
of the premises to substantially its for- 
mer condition, the entire cost of making 
such restoration is deductible in comput- 
ing net income for the taxable year in 
which such cost is incurred. 

(i) Repairs—The cost of incidental 
repairs made in connection with recon- 
version to peace-time production is de- 
ductible in computing net income for the 
taxable year in which the repairs are 
made. Such repairs are limited to those 
which do not materially add to the value 
of the property or appreciably prolong its 
life. See Section 29.23(a)-4, Regulations 
111. Among the items included in this 
category are, for example, the cost of 
painting; replacing broken, damaged, or 
short-lived parts of machinery; replac- 
ing defective parts of a wiring system; 
and replacing broken or worn-out rails 
in a transportation system. See, however, 
the above paragraph (c). 

Correspondence in regard to this 
mimeograph should refer to its number 
and the symbols IT:NDC. (Signed by 
Joseph D. Nunan, Jr., Commissioner. 
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Discussion of Letters 
In Credit Operations 


(Continued from Page 6) 


the discount, despite the fact that 
your check was not mailed within 
the ten-day period on which dis- 
count is figured. 


While we are allowing the dis- 
count this time, we wish to call 
your attention to our terms and 
to request your compliance with 
them in the future. From now 
on, as a matter of sound business 
policy, we must insist that all 
your payments be made accord- 
ing to terms. 

Very truly yours, 


The allowance of the unearned 
discount as a concession to good 
public relations with a new customer 
was certainly a total loss in this 
case. The letter would succeed only 
in antagonizing its recipient—pre- 
cisely the result to be most carefully 
avoided. And this job, too, can be 
done smoothly by a tactful writer. 
A courteous explanation and a 
friendly tone can make such a letter 
a real builder of good will. Here is 
proof of this statement—a letter 
written by Miss Helen M. Sommers 
of the Trojan Hosiery Mills, In- 
dianapolis, Indiana: 

Dear Mr. Clayton: 

Pennies make dollars—in prof- 
its or losses. Both of us have to 
watch them, for we know that the 
year-end showing is merely the 
accumulation of these minor 
amounts. 

Though we are glad to allow 
the small sum deducted from 
your check received today, may 
we ask that you please watch the 
mailing date in the future? And 
here’s the reason: If you pay us 
within ten days, we save money, 
sO we pass it on to you in dis- 
count. But if you do not pay us 
within ten days, there is no sav- 
ing to pass on to you. 

Since we know that the deduc- 
tion was made without realiza- 
tion of its disadvantage to us, our 
only purpose is to explain our 
side of the situation to you in a 
straightforward way. We know 
we can depend upon your full co- 
operation. 

Sincerely yours, 

Every credit executive has his 
share of difficult situations to han- 
dle by correspondence. The success 
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with which he solves the problems 
of letter writing determines—t. a 
great extent—his effectiveness in 
building strong relations with cus- 
tomers. 


Special Bulletin is 
Issued to Educate 
Salesmen on Discounts 


In order to educate everyone 
connected with the Sales and 
uu Credit Department on the basic 
principles of cash discount, the 
Treasurer’s Department of a large 
manufacturing corporation, recently 
put out an interesting bulletin which 
we are privileged to pass along to 
our readers as we feel sure it will 
prove an interesting restatement of 
the underlying principle of why 
cash discounts are offered. 

“The cash discount is what we are 
willing to give our customers for 
paying our invoices 20 days before 
the expiration of the full ‘30-day’ 
period. A 2 per cent cash discount 
thus gives the buyer an inducement 
of 36 per cent a year since there are 
18 periods of 20 days each, which 
might be anticipated by the buyer if 
he were having shipments made to 
him constantly through the year. 

“The principal advantages of the 
system of offering discounts to cus- 
tomers to encourage prompt pay- 
ment are: 

“1. Increasing turnover of receiv- 
ables and hence reducing 
working capital requirements. 

“2. Reducing credit risk by short- 
ening average collection 
period. 

“3, Affording an index of credit 
worthiness by classifying cus- 
tomers into those who dis- 
count and those who do not. 

“4. Placing the credit burden on 
the customer’s bank rather 
than on our bank. 

“Our 2 per cent cash discount 1s 
a premium allowed for pre-payment. 

“The terms ‘2 per cent 10 days, 
net 30 days’ mean specifically that if 
payment is made in 10 days a de- 
duction of 2 per cent may be taken 
from the face of the invoice, and 
that the face amount (convention- 
ally mislabeled ‘net’) is due in 30 
days. The terms are figured from 
date of invoice, which also is usually 
the date of shipment. The date the 
check is mailed is regarded as the 
date of effective payment. 
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Kansas City 

President, N. W. Bailey, Stowe 
Hardware & Supply Co.; Vice-Presi- 
dent, G. E. Gilman, Colgate-Palmolive- 
Peet Co.; 2nd Vice-President, R. W. 


Durrett, Sheffield Steel Company; 
Counselor, C. R. Poulter, William 
Volker & Co. 

Georgia 

President, C. W. Bandy, Beck & 
Gregg Hardware Co.; First Vice- 
President, Luther Tatum, Campbell 


Coal Company; Second Vice-President, 
T. D. Oxford, General Shoe. Corp.; 
Treasurer, J. G. Sessoms, Citizens & 
Southern National Bank. 
Louisville 

President, W.. Q. Harned, Federal 
Chemical Company; Vice-President, 
John L. Wrege, Louisville Tin & 
Stove Company. 


St. Louis 

President, O. A. Wangerin, Griese- 
dieck Bros. Brewery Co.; First Vice- 
President, R. C. Gordon, Shell Oil 
Company, Inc.; Second Vice-President, 
William F. Schroer, Mississippi Valley 
Trust Company. 
Omaha 

President, Ross J. Ulman, Tootle 
Campbell Dry Goods Co.; First Vice- 
President, Stephen J. Wirtz, Omaha 
National Bank; Second Vice-President, 
Frank McCall, Fairmont Creamery 
Co. 
Toledo 

President, J. G. Ketteman, Kuhl- 
man Builders Supply & Brick Co.; 
Ist Vice-President, C. J. Laures, Hic- 
kok Oil Corporation; 2nd Vice-Presi- 
dent, E. H. Weihe, Owens Corning 
Fiberglas Corp.; Treasurer, J. A. Livi, 
Surface Combustion Corp.; Secretary- 
Manager, O. E. Johnson, Toledo Asso- 
ciation of Credit Men. 
Memphis 

President, H. L. Gatchell, William 
C. Ellis & Sons Iron Works; Ist Vice 
President, J. O. Bratton, S. C. Toof & 
Co. 2nd Vice-President, J. M. Chiles, 
Clayton-Brown Co.; Treasurer, T. A. 
Miller, Abraham Bros. Packing Co. 
New Jersey 

President, George E. Hallett, Tung- 
Sol Lamp Works, Inc.; Vice-Presidents, 
Henry Dolch, Lincoln National Bank; 
Everett W. Price, Woburn Chemical 
Corp., N. J. 
Executive Manager 


Secretary, William H. Whitney, 
Treasurer, John F. Berg, National Oil 
& Supply Co. 

St. Paul 


President, Mr. H. T. Anderson, 
Credit Manager, U. S. Steel Supply 
Co.; Vice-President, Gunder Johnson, 
Treasurer for Mutual Dealers Whole- 
sale, Inc.; Secretary-Treasurer, T. E. 
Reynolds, 512 Guardian Bldg. 
Cleveland 

President, E. B. Gausby, The 
Warner & Swasey Co.; Ist Vice-Presi- 
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i New Local Associations’ Officers | 


dent, W. E. Atkinson, The Cleveland 
Trust Co.; 2nd Vice-President, E. H. 
Davies, Cleveland Electric Illum. Co.; 
Treasurer, A. P. Gram, Eaton Manu- 
facturing Co.; Executive Secretary, 
K. S. Thomson, Cleveland Association 
of Credit Men. 
Connecticut 

President, E. S. Lancaster, Ameri- 
can Paper Goods, Kensington, Conn.; 
Vice-Presidents, W. E. Fertman, C. B. 


Dolge Company, Westport, Conn.; 
Vice-Presidents Frank T. Driscoll, 
Patent Button Company, Waterbury, 


Conn.; John T. Barret Sons; Henry 
G. Thompson & Sons Co., New Haven, 


Conn.; Secretary, E. E. Ogren, The 
Stanley Works, New Britain, Conn.; 
Treasurer, George A. Barnes, Minor, 


Read & Tullock, Inc., New Haven, Conn. 


Hartford 

President, N. J. Belcourt, Hartford- 
Conn. Trust Co., Hartford, Conn.; 
Vice-President, W. J. Buckley, Peck 
Spring Co., Plainville, Conn.; Secre- 
tary, L. A. Neumann, Sanitary Paper 
Co., Burnside, Conn.; Treasurer, C. A. 
Gustafson, Bristol Brass Co., Bristol, 
Conn. 


Letters to the Editor 





National Association of Credit Men, 
Chestnut at 56th St. 
Philadelphia, 39, Pa. 


In the May issue of our magazine 
Credit and Financial Management, Pro- 
fessor William J. Shultz, as part of the 
article on Credit for Sub-Marginal Cus- 
tomers, refers to trade acceptances. 

Ie we are again reminded of customers’ 
resentment to their use it shows that 
about thirty years’ educational effort by 
banks, etc., were not sufficiently backed 
up by the creditmen of houses who would 
thereby insure prompt payment of long- 
term accounts. Businesses with one or 
few yearly turn-overs who deal with a 
clientele inclined to slowness should 
definitely establish alternative terms, in 
accordance with the trade practice, such 
as 2% 30 days etc. or trade acceptance 
payable in say 90 days, or at the end 
of the season etc. Trade acceptances 
should be rendered with each invoice, or 
at the end of the month with a statement, 
separate or attached to it, but on a fixed 
schedule without choice. Naturally, the 
trade has to get together and back up 
its members by making its stand known 
to customers. 

In our line, mostly calendars, with 
year-end terms we have done away with 
settlement delays until March and April 
following. Customers have the choice 
of anticipating payment within 30 days 
in consideration of 144% discount a month 
until the end of the year, or trade ac- 
ceptances maturing at that time. New 
accounts, otherwise checked, get a first 
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shipment and they put a stop on them- 
selves, if the acceptance is not properly 
returned, or they discount in 30 days. 
We do not stamp N.P. on acceptances, 
but let them be subject to protest. For 
many years we hardly ever had an ac- 
ceptance returned unpaid, although we 
sell to many unrated and mixed custom- 
ers. 


The acceptance, as a collection instru- 
ment for “marginal” accounts has its 
value, but I would rather stress its use 
to insure its self-liquidating feature of 
book-accounts. 


C. F. Nicolai, Credit Manager. 
Metropolitan Importing & Mfg. Co. 
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Marie Ferguson Tells 
Cleveland Women of 
National Activities 


Cleveland: At its June meeting the 
Cleveland Credit Women’s Club was host 
to Miss Marie Ferguson, Secretary of 
the National Credit Women’s Executive 
Committee. 

Mrs. Lucy Killmer, a member of the 
National Executive Committee, honored 
Miss Ferguson at a luncheon with offi- 
cers of the Cleveland Club in the Cleve- 
land Athletic Club. 


In the evening the Credit Women were 
presented to Miss Ferguson at a recep- 
tion, followed by dinner at Hotel Statler. 
The new officers were installed by Mrs. 
Killmer. Miss Ferguson gave a report 
on the activities of Credit Women na- 
tionally and a talk entitled “Women’s 
Place in the N. A. C. M.” Mrs. Agnes 
Dease, of Graybar Electric Company, 
won the scholarship award. 


On the following day Miss Ferguson 
and several of the Club’s officers were 
entertained by E. B. Gausby, President, 
W. E. Atkinson, Vice President and 
Ken Thomson, Secretary of the Cleve- 
land Association. 


St. Louis: Miss Margaret Hickey was 
the speaker at the June 6 meeting of the 
St. Louis Credit Women’s Group held at 
the Hotel Chase. Miss Hickey has been 
one of the consultants at the San Fran- 
cisco Conference and gave an interesting 
review of what had transpired so far at 
the big meeting on the Golden Gate. New 
officers for the St. Louis club are: Presi- 
dent, Miss Eureka J. Scott, Christian 
Paper Tob. Co.; Vice-President, Miss 
Lorene A. Dunkman, Frank and Meyer 
Neckwear Company; Treasurer, Miss 
Nina Darnell, Cupples-Hess Corp.; 
Secretary, Mrs. Mae Kennedy Brandt, 
St. Louis Association of Credit Men. 


Philadelphia: On June 23 the Phila- 
delphia Credit Women’s Club listened to 
an interesting talk by Stewart Wayne, 
Radio Commentator, Station KYW, on 
the subject of “Radio and Television.” ~ 


Binghamton: At the June 20 meeting 
of the Triple Cities Credit Women’s Club 
talks were given by five members on the 
activities of their firms. The club also 
voted on amendments to the constitution 
and awarded three scholarships for next 
year’s courses in Credit. 


Chicago: At the regular monthly meet- 
ing of the Credit Women’s Club of Chi- 
cago, Mrs. Elizabeth Thomas and Mrs. 
Alma Vandy were the guest speakers. 
Mrs. Thomas is in charge of the Ameri- 
can Red Cross Headquarters at 529 South 
Wabash Avenue and Mrs. Vandy is the 
director of the Red. Cross Chapter in 
the Merchandise Mart. They told about 
the general work of the Red Cross and 
of their own work in particular. Mrs. 
Thomas told in detail of the work being 
done for veteran nurses. The dinner pre- 
ceding the speaking program was served 
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at Huyler’s Restaurant, Tuesday evening, 
June 12. 


The Credit Women’s Club of Chicago 
have sold more than $350,000. worth of 
war stamps and bonds at their two booths 
in the Lake Shore Drive and Knicker- 
bocker Hotels since the start of the drives 
in 1942-1943. 


Minneapolis: At the Minneapolis 
Wholesale Credit Women’s Clubs annual 
Spring Party the scholarship committee 
announced Miss Ruth Kincaid, Minnesota 
Supply Company, as winner of the Esther 
Parsons Scholarship Award, with Miss 
Julia Esplin, North Star Woolen Mills, 
winning the scholarship given by Miss 
Ann E. Jamison, President of Murdock 
Jewelry Company. The new officers who 
were installed for the ensuing year are: 
President, Phyllis M. Johnson, Brown 
Steel Tank Co.; Vice-President Georgie 
M. Anderson, Chas. W. Stone Co.; Secre- 
tary, Irma F. Miller, S. & M. Supply 
Co; Treasurer Madge B. Kron, Stilwell- 
Minneapolis Paper Co. 


Birmingham: Miss Muriel Williams, 
Todd-Witte Dry Goods Company, re- 
tiring President, installed the following 
new officers for the ensuing year at a 
recent dinner meeting: President, Miss 
Loraine Day, Lawson Auto Parts; Vice 
President, Miss Shirley Harris, Lamson 
& Session Company; Treasurer, Mrs. 
Lydia Box, Auto Service Company; 
Secretary, Miss Dell Hart, Melrose 
Creamery Company. 


Utica: The seventh annual birthday 
party of the Utica Credit Women was 
held in May. Doris Weir, Helen Casa- 
lett and Edith Judkins were in charge. 
Following dinner, installation was con- 
ducted by Doris Weir, the first president 
of the group. The new officers for 1945- 
46 are: President—Eleanor Henry, Vice 
President—Edith Judkins, Secretary— 
Gertrude Somers, Treasurer—Irene Fox- 
enberger. 


Evelyn Young, the retiring president, 
was given a gift by the Group. 


Denver: The regular meeting of the 
Denver Credit Women’s Club was held 
Monday evening, June 18. Following din- 
ner at the Auditorium Hotel, the group 
adjourned to the office of the Rocky 
Mountain Association of Credit Men. The 
purpose of this meeting was to acquaint 
the club members with their association’s 
office. 


Toledo: The June meeting was held 
at the Women’s Building. After dinner 
three members of the group, Frieda Blos- 
som of Swartzbaugh Mfg. Co., Jean 
Murphy of the Lion Store and Elnor 
Milliere from the Toledo Casket Co., 
discussed Credit Problems, and _ these 
were climaxed by O. E. Johnson with his 
comments on the services of the Credit 
Association. 


This was our final educational meet- 
ing until Fall. In July our annual picnic 
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will be held at the home of Mrs. Elnor 
Milliere. , 


Atlanta: The Atlanta Wholesale 
Credit Women’s Club installed the fol- 
lowing officers: President, Marie Cald- 
well, General Shoe Corporation; Vice- 
President, Florence Langford, Best 
Foods, Inc.; Secretary, Greta Fant, John 
H. Harland Co.; Treasurer, Mildred 
Schenck, Kraft Cheese Co. With this 
official staff we began our program of 
activities at our May meeting with a 
“news round-up” of city, state, national 
and international affairs, information be- 
ing presented by four of our own group. 
June found us questioning events of the 
San Francisco conference with Mrs. Dan 
Byrd, Jr., active worker and speaker in 
women’s political circles of this section, 
as our guest. 


Los Angeles: The Los Angeles Credit 
Women’s Club had its annual breakfast 
on Sunday, June 3. This was one of the 
most delightful occasions of the year, 
and one that will remain a pleasant mem- 
ory to those present. 

After enjoying a delightful meal the 
guests at the Speakers’ table were intro- 
duced by President Jerry Clegg, who 
then turned the meeting over to Miss 
Roberta Mansfield, Chairman of the En- 
tertainment Committee and President 
elect. She introduced the guest speaker, 
Mrs. Helga Jansa, whose husband is a 
Czech Diplomat at the Court of St. 
James in London. Mrs. Jansa gave a 
most interesting talk on events which 
have happened in her rounds of Embassy 
life, as she has traveled in all parts of 
Europe and this continent. 


Cincinnati Picnic on July 7th 


Cincinnati—The annual picnic of the 
Cincinnati Association of Credit Men will 
be held at Ash Grove on Saturady, July 
7. The special committee in charge of 
arrangements for this outing is headed 
by Irwin Stumborg, the Baldwin Com- 
pany. 


Positions Wanted 


Credit and collection manager, expedi- 
tor, 25 years’ experience in finance, auto- 
motive and office management; familiar 
with governmental regulations and pri- 
orities, age 47; married; A-1 references; 
now employed but desires change; fre- 
lease available, salary $75 per week, Mil- 
waukee, Wisconsin area. Box Ja-l 
Credit & Financial management. 


Credit Manager—College education, 
married, 19 years’ diversified experience, 
wholesale, retail and installment fields. 
Also experienced in Accounting, Sales 
and handling personnel. Legal education 
—Now employed but available upon rea- 
sonable notice. Box J-2, Credit and 
Financial Management. 
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Creditors Get 79.6% 
Dividends in Large 
Minneapolis Case 


Minneapolis—Creditors of the C. 
Thomas Stores Inc. have received the 
fourth and final dividend of 29.638%, 
making a total of 79.638% received by the 
general creditors in this estate handled 
by the Associated Creditors, Inc., of 
Minneapolis. 

Brace Bennitt, Secretary of the Minne- 
apolis Association of Credit Men and 
Manager of the Associated Creditors, In- 
corporated, in presenting his final re- 
port stated: “In the handling of this 
case, your Trustee has been most for- 
tunate in every way as to administrative 
assistance. The value of having experi- 
enced help through his own organization, 
Associated Creditors, Inc., as one of the 
nationally approved bureaus of the Na- 
tional Association of Credit Men, gave 
him the necessary personnel and organ- 
ization without which the many phases 
of the case could not have been handled 
efficiently and expeditiously. 

“In regard to the Creditors’ Committee, 
we can express ourselves no better than 
to quote verbatim the Trustee’s com- 
ments thereon in his final report to the 
court: “The Creditors’ Committee— 
W. H. Thune of Pillsbury Mills, Inc., 
chairman; F. H. Gudgeon of Hills Bros. 
Coffee; J. F. McGrath of Loose Wiles 
Biscuit Co., and L. F. Norris of Norris 
Creameries—has: been most helpful and 
cooperative in every sense of the word. 
It has been a real working Creditors’ 
Committee. It has held over thirty-five 
meetings, during the Receivership and 
the subsequent Trusteeship. All its mem- 
bers have given of their time, indi- 
vidually and collectively, to the Trustee, 
and his counsel, on numerous occasions, 
both by telephone, mail and in person. 
Your Trustee feels that they have been 
a vital factor in the successful termina- 
ation of this matter.” 


This was a case covering fifty retail 
stores and three warehouses, 560 creditors 
and upwards of $1,120,000 disbursements. 

This is an excellent example of how 
the well organized and managed Adjust- 
ment Bureaus of the NACM can handle 
a Job of this nature to the advantage of 
the general creditors. 
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Administrative Committee Discusses 
N.A.C.M. Problems at 3 Day Session 


President Felio of 


NYCMA Invites 
Others to Confer 





New Assist- 


York—Earl 
ant Treasurer of Colgate-Palmolive-Peet 
Co., began his administration as President 
of the New York Credit Men’s Associa- 
tion with a conference between members 
of the Board of Directors of his or- 


N. Felio, 


ganization and the presidents of nine 
fraternal and business organizations op- 
erating in the credit field, as specially 
invited guests. The conference was held 
at the Westchester Country Club on 
June 21. This is the first of a series 
of similar Board meetings to which heads 
of other credit organizations and group 
chairman will be invited so as to become 
better acquainted with the NYCMA’s ac- 
tivities. President Felio hopes in this 
way to bring about a closer cooperation 
between all organizations in the credit 
field in the New York area. 


a) | 


National Board to Meet in Cin- 
cinnati on Sept. 24, 25 and 
26 — Decides Against Holding 
Congress This Year. 


The following is a summarization of 
the matters of general Association in- 
terest as considered by the Administra- 
tive Committee of the National Board 
at the meeting in New York on May 24, 
25 and 26. The following were in at- 
tendance at the meeting: 

President, Robert L. 
Orleans, La. 

Vice Presidents, Joseph Rubanow, New 
York, N. Y.; Charles B. Rairdon, Toledo, 
Ohio; Paul A. Pflueger, San Francisco, 
Calif. 

Directors, Harry J. Offer, Detroit, 
Mich.; Camilo Rodriguez, Providence, 
me 

Others in attendance by invitation of 
the Committee for a part or all of the 
sessions were the following: 


Simpson, New 


Past National President, Paul W. 
Miller, Atlanta, Ga. 
Chairman of National Membership 


Committee, E. L. Blaine, Jr., Seattle, 
Wash. 

National Directors, Charles E. Fernald, 
Philadelphia, Pa.; Harry J. Delaney, New 
Yor’, N.Y. 

Officers of Secretarial Council, Ken- 
neth S. Thomson, Cleveland, Ohio; Ray- 
mond Hough, New York, N. Y. 

Staff Members, Henry Heimann, 
Executive Manager and_ Treasurer, 
David A. Weir, Asst. Executive Man- 
ager and Secretary, Miss Ruth E. Hoc- 
tor, Asst. Treasurer, E. B. Moran, Sales 
Manager. 

Careful study of the financial figures 
and the proposed budget for the present 
Association year was made. 

Chairman Blaine of the National Mem- 
bership Committee, and Ed Moran, re- 
ported on membership for the past Asso- 
ciation year and plans for the present 
year. After discussion of the Membership 
Committee report the Administrative 
Committee gave hearty appreciation to 
the Chairman and members of the Na- 
tional Committee, to the Secretarial 
Council, to all local Officers and Secre- 
tary-Managers, and to all who have been 
of assistance in helping to bring about 
such exceptional membership progress 
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during the past Association year. 

A request was made by the newly or- 
ganized Association in Columbus for a 
charter for membership in the National 
Association. This request was approved 
by the committee. 


The Administrative Committee, after 
careful study, decided that it would be 
impossible to hold a National Convention 
this fall due to wartime restrictions on 
travel and hotel accommodations. The com- 
mittee decided therefore, that if conditions 
permit the convention will be held in 
New York in May, 1946. 

The committee also decided that the 
fall meeting of the National Board would 
be held in Cincinnati on September 24, 
25 and 26. 

The proposed new Credit Interchange 
plan was carefully studied, as were many 
letters from National Directors and Local 
Officers and Managers regarding this 
plan. 

The committee approved the plan in 
principle, recognizing that there might 
be later changes in some features of the 
plan as recommended by various locals 
and by local managers for consideration 
by the Credit Interchange Board of Gov- 
ernors. The Administrative Committee 
also gave approval to the plan agreed 
upon by the Los Angeles Association for 
affiliation with national Credit Inter- 
change on a one year trial basis. 

Mr. Rodriguez reported as Chairman 
of the Adjustment Bureau Committee and 
said that no new Bureaus had been ap- 
proved since the February meeting of 
the Administrative Committee. The Ad- 
ministrative Committee expressed appre- 
ciation to Messrs. Peel and Brainard for 
their work in preparation of an Adjust- 
ment Bureau Manual and gave approval 
for an appropriation in the budget for 
issuance of this Manual subject to the 
approval of the National Adjustment 
Bureau Committee. 


The action taken at the February meet- 
ing by way of approving the principle of 
recordation of assigned accounts receiv- 
able was reaffirmed. Instructions were 
given to the Executive Manager first, 
that notification should be sent to local 
Presidents and Secretary-Managers re- 
garding the action of the committee. Sec- 
ond, that he should advise the local or- 
ganizations of the willingness of the Na- 
tional to assist locals regarding such 
legislation by providing a Model Law 
and by cooperating with the locals when 
such assistance and cooperation is re- 
quested. 

The matter of establishing an affiliated 
or subordinated professional organiza- 
tion as a part of the National Association 
was considered. A_ special committee 
composed of Past President Paul Miller 
as Chairman, Past President R. C. Wil- 
son, National Director Campbell and Mr. 
George Nippert of Chicago was ap- 
pointed. President Simpson will serve as 
ex-officio member of the committeee. The 
committee will study the plan and will 
report to the National Board at its fall 
meeting. 

The committee approved a request that 
the Association give some active support 
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Annie Porter and Ruth Hoctor are Named 
In Book About Business Careers for Women 


Miss Annie Porter of Santa Fe, Na- 
tional Director, and Miss Ruth E. Hoc- 
tor, Controller and Assistant Treasurer 
of NACM, are especially mentioned in 
a book just published entitled “Careers 
in Business for Women” by Doree Smed- 
ley and Lura Robinson. 

In a special division on Women in 
Credit Work, the authors review the 
advance of women executives, making 
note that some 1400 are now enrolled 
in credit department positions. Speaking 
of Miss Hoctor, the book says: 

“Women with sound business training 
and the proper educational background 
are quite as effective as men in the role 
of credit manager. Miss Ruth E. Hoctor, 
controller and assistant treasurer of the 
National Association of Credit Men, 
holds the distinction of being a cor- 
porate officer of a nation-wide organiza- 
tion (membership 20,000) of business 
executives in manufacturing, wholesaling, 
and banking. But interestingly enough, 
she achieved this position not through 
the accounting route, but through a secre- 
tarial position to the executive manager 
of the National Association of Credit 
Men. 

“A graduate of the Washington Irving 
High School of New York City, Miss 
Hoctor specialized in commercial courses 
in stenography, bookkeeping, and com- 
mercial law. She also attended evening 


George Patterson's Son 
Killed in Plane Crash 


Minneapolis—A memorial service was 
held on Saturday, June 9, in St. Stephens 
Church of this city for First Lieutenant 
George W. Patterson, Jr., only son of 
George W. Patterson, formerly Credit 
Manager, American Cyanamid Co., New 
York, and now a resident of this city. 
Lt. Patterson was killed in a plane crash 
over Belgian on May 20th. Mr. Patter- 
son, Sr., served on a number of impor- 
tant committees when enrolled as a mem- 
ber of the New York Credit Men’s Asso- 
ciation and was also a member of im- 
portant National committees. 


New Yorkers to Golf July 19 


New York: The New York Credit 
Men’s Association will hold but one 
tournament this year—on July 19, 1945, 
at Plandome Golf Club, Inc., Plandome, 
L. I. The mid-summer date was selected 
because many executives are not taking 
extended vacations this year, and because 
schools will be closed and caddies should 
be available. 


to the Referees’ Salary Bill now pending 
and empowered the Executive Manager 
to spend a reasonable amount of money 
on this project. The Executive Manager 
said that he had plans in mind for giving 
such support without excessive cost. 
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courses in account at Columbia Univer- 
sity for two years, especially in that 
phase of accounting which applies to 
business records. She was first engaged 
by the National ssociation of. Credit Men 
as secretary to the executive manager; 
then appointed to a position on the book- 
keeping department; from which she was 
advanced to the position of cashier, then 
controller, and finally to corporate offi- 
cer, with the title of assistant treasurer. 

Of the career of Miss Annie Porter in 
Credit, the authors give the following: 


“Miss Annie Porter, director of the 
National Association of Credit Men, and 
secretary and treasurer of the Santa Fe 
Builders Supply Company of Santa Fe, 
New Mexico, believes that women are 
well fitted for the task of looking after 
other people’s money. 


“Women handle detail well and are 
learning more and more to accept re- 
sponsibilities,” is Miss Porter’s view. 
“This field presents a challenge to 
women.” 


“The fact that women in increasing 
numbers are making successful credit 
managers is evidenced by the fact that 
during the past year 257 new women 
members were added to the membership 
rolls of the National Association of 
Credit Men. Each year the list grows 
larger.” 


President Fitzgerald 
of Manila Association 
Tells of Internment 


A visitor at the New York office early 
in June, D. S. Fitzgerald, President of 
the Manila Credit Association gave an 
interesting report on the situation in 
Manila during the occupancy of the 
Japanese and the 37 months during which 
he and other members of the Association 
were interned in the Santo Tomas and 
the Los Banos Camps. 

Following the occupation of Manila 
by Japanese forces on January 2, 1942, 
all American and Allied Nationals were 
interned by the Japanese. Included in 
this number were most of the members 
of the Manila Credit Association. All 
records and equipment of the Interchange 
Bureau there were confiscated and de- 
stroyed by the Japanese and all of the 
valuable information collected during the 
last ten years was thus completely lost. 

Mr. Fitzgerald reported that most of 
the American and Allied Nationals who 
had been in the internment camps have 
now returned to the states or to England 
for recuperation. He stopped in New 
York on his way to England for a long 
visit. Mr. Fitzgerald indicated that it 
would be a long time before any sort 
of business activities would be resumed 
at Manila or elsewhere in the Philip- 
pines. 
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Nebraska s New Law 
on Par-Clearance 
Is Simple Statute 


Omaha—Many requests for copies of 
the Nebraska Law requiring par pay- 
ment of all checks have been received 
at the office of the Omaha Association 
of Credit Men and also at the office of 
the Lincoln Association of Credit Men, 
so we present herewith the text of the 
law as enacted and which will become 
effective on August 10, 1945. 

A BILL 

FOR AN ACT relating to banks and 
banking; to provide for the clearing of 
all checks drawn on any bank or trust 
company organized under the laws of 
this state at par, except as prescribed; 
to make it unlawful to violate the pro- 
visions of this act; and to provide penal- 
ties. 

Be it enacted by the people of the State 
oj Nebraska, 


Section 1. All checks drawn on any 
bank or trust company organized under 
the laws of this state shall be cleared 
at par by the bank or trust company on 
which they are drawn; Provided, the 
foregoing direction shall not be appli- 
cable where checks are sent to banks or 
trust companies as special collection 
items. 


Sec. 2. Any officer or employee of any 
such bank or trust company who violates 
the provision of this act shall be guilty 
of a misdemeanor, and, upon conviction 
thereof, shall be fined not less than five 
dollars nor more than ten dollars for each 
offense. 


Regulation W Amended 
To Cover Financing 
Residence Repairs 


The Federal Reserve Bank of New 
York has announced Amendment 16 to 
Regulation W, relating to Consumer 
Credit. The changes took effect on June 
ll. The changes relate almost exclusively 
to transactions for financing the purchas- 
ing of materials, articles and services 
used in repairs, or improvements, of resi- 
dential property. The statement issued 
by the Federal Reserve Bank says that 
under the amendment no credit transac- 
tion in the home improvement field is any 
longer exempted from the regulations by 
reason of the way in which it may be 
secured, the area im which it may be 
located, or the type of job to which it 
may relate. Heretofore some transac- 
tions have been altogether exempt, some 
have been subect to a maturity limitation 
of twelve months, and others have been 
subject to both a down payment require- 
ment of one-third and a maturity limita- 
tion of twelve months. 

Those interested in construction and 
buildir g materials can obtain a copy of 
this amendment No. 16 through their 


bank or other district Federal Reserve 
Bank, 
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Returned Goods May 
Pose Problem for 
Munitions Sources 


A problem in reconversion is pre- 
sented by a Chicago firm and is here 
passed along for consideration of others 
who may have been engaged in war 
work. 


“We manufacture industrial cleaning 
materials for cutting, grinding, drawing 
and stamping and similar compounds 
which are sold to industry for use in 
connection with their various manufac- 
turing and maintenance operations. These 
materials are standard products for 
which in the case of most of them there 
is a continuing peacetime market. 

“With the termination of war con- 
tracts concerns will ask us to take back 
excess quantities of materials they may 
have on hand for credit, and we naturally 
desire to handle such adjustments in 
fairness to these concerns, to the Govern- 
ment and to ourselves. 


“In all such cases we already have been 
involved in considerable expense cover- 
ing such items as freight and handling, 
overhead, and selling; and if we take 
back the materials we also will have ad- 
ditional expenses for recooperating and 
will have to see that the material is in 
fit condition for resale to other customers 
which will involve further handling, 
equipping, etc., and no doubt some of 
the material will be obsolete and not in 
proper condition for resale. No doubt 
there are other concerns in the same 
situation selling to war contractors stand- 
ard materials which they later may ‘be 
asked to take back for credit. 


“We should like to inquire if you can 
give us an idea as to how other concerns 
are handling this problem, that is whether 
they are making adjustments depending 
upon the cost to them for rehandling, 
whether they are giving full credit or 
whether they are handling such situations 
on some other basis.” 


Here is a case where an exchange of 
idea would prove profitable to all our 
members. If you have such a problem, 
let us know how you handle it so we 
may pass the world along to others. 


Mrs. Will Hussey Dies 


Rochester—Mrs. Nettie Hussey, 
wife of Bill Hussey, National Di- 
rector NACM, died late in May. 
The funeral was held from the 
Rest Hedges Memorial Chapel, in 
Rochester. Mrs. Hussey, who had 


accompanied her husband to many 
of the National Credit Congresses, 
had a wide circle of friends in 
Rochester where she was active in 
several civic organizations and was 
also known to a large number of 
NACM members throughout the 
country. 
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Heimann Speaks at 
Hartford's Outing 


Hartford—Henry H. Heimann, Execu- 
tive Manager of National Association, 
was the speaker at the June 14 meeting 
of the Hartford Association of Credit 
Men held at Chippanee Country Club at 
Bristol, Connecticut. The Hartford mem- 
bers engaged in an afternoon of golf and 
then listened to an excellent address by 
the Executive Manager after a steak 
dinner. The Annual Spring Conference 
of the Connecticut Association of Credit 
Men has been postponed because of diffi- 
culties in arranging a meeting of this 
size. 


Chicagoans Seek Talk 
By Cordier on Security 


Chicago: The meetings committee of 
The Chicago Association of Credit Men 
was busy during June arranging for the 
appearance before members and guests. 
of the Association of Andrew W. Cordier 
of the U. S. Department of State at 
Washington and Technical Adviser on 
Security on his way East from the United 
Nations Conference at San Francisco. 
Mr. Cordier attended all sessions of the 
Conference and made a special report to 
the ‘delegates. 


Detroiters Hear Talk 
On "Taxes After Victory" 


Detroit—Members of the Detroit As- 
sociation of Credit Men were invited by 
the Michigan Association of Certified 
Public Accountants to its meeting on June 4 
to hear address of Samuel J. Broad of 
New York who spoke on “Taxes After 
Victory” and Edward B. Wilcox of Chi- 
cago, member of Special Research Com- 
mittee, American: Institute of Account- 
ants. 


Akron Ladies’ Night, July 30 


Akron—The Akron Association of 
Credit Men enjoyed its Annual Ladies’ 
Day Summer Dinner Party at the Twin 
Lakes Country Club, Kent, Ohio, on June 
30. After the men spent an afternoon at 
golf and the ladies were entertained at 
cards, the balance of the evening after 
dinner was devoted to dancing. 


Golf Meet at Waterbury 


Waterbury—The Waterbury Associa- 
tion of Credit Men held its annual meet- 
ing and outing at the Waterbury Country 
Club on June 5. After an afternoon of 
golf and tennis, a bridge tournament was 
arranged after dinner. The program was 
in charge of John E. Bulger, Vice Presi- 
dent of the Waterbury Association. 


Offer Trips to Credit Congress 


Spokane—The Membership Campaign 
of the Spokane Association of Credit 
Men is well under way. It is expected 
that more than one of the enthusiastic 
workers will win a top prize—a free trip 
to the National Credit Congress in New 
York, next Spring. 
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James McKelvy Is 
Honored at Denver 
On 20th Anniversary 


Mr. and Mrs. James B. McKelvy at the 
20th Anniversary Dinner 


Denver: The twentieth anniversary of 
James B. McKelvy as Secretary-Man- 
ager of the Rocky Mountain Association 
of Credit Men was celebrated June 15 
at a dinner in his honor at Daniels & 
Fisher’s Tea Room. 

The program was arranged by the 
Board of Directors of the Association 
and each activity involved in the life of 
the organization was represented. Con- 
gratulatory talks were made by L. M. 
Davis of the Kuner-Empson Company 
on behalf of the Board of Directors of 
the Association, Hugh Morey of Stearns- 
Rogers Mfg. Co. and a National Direc- 
tor of the Association, on behalf of the 
National Association of Credit Men; 
Mrs. Lillie Thomas of the Association 
spoke for the Association staff; Miss 
Mary Elliott of the Spitzer Electric Com- 
pany and president of the Women’s Credit 
Club spoke for that organization; C. E. 
Pester, District Manager of Lescher & 
Sons Rope Company spoke on behalf of 
the general membership; Chas. M. Reed, 
Secretary-Manager of the Denver Re- 
tail Credit Men’s Association spoke for 
the credit reporting industry. 

At the conclusion of the congratulatory 
remarks, Mr. Fred Andrews of the Davis 
Bros. Drug Company, a former National 
Director and Jim McKelvy’s long-time 
friend, made a presentation of a $100.00 
War Bond to the McKelvy’s as a token 
of the Board’s appreciation for their 
long and loyal service to the Association. 


The speaker of the evening was Pro- 
fessor Mehdi Nakosteen who spoke on 
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“Some Misconceptions of the Orient.” 
Everyone present agreed that the meet- 
ing was an outstanding one and the large 
attendance bespoke the result of the in- 
creased membership attained by the 
Rocky Mountain Association during the 
past year. 


Lincoln "C" Men Hear 
Interpretation of 
"Credit" in Chinese 


Lincoln: The Lincoln Association of 
Credit Men had as their speaker, Liang- 
Po-Meng, a very cultured Chinese gentle- 
man and educator who was serving as 
exchange professor at the Lincoln High 
School. 

Mr. Meng used as his subject, “Busi- 
ness in China” and in a very apropos 
manner introduced Chinese characters 
depicting the interpretation of credit as 
an important phase of business. 

In further explanation he pointed out 
that in the first character really a picture 
representing a man actually standing by 
his words which are coming right out 
of his mouth. The written characters are, 
he explained, in reality pictures. All to- 
gether a credit man is depicted as one 
who recognizes a man who stands by 
his word or who is a gentleman of trust— 
a gentleman of responsibility. 


Therefore, he reasoned and presented 
in his sketch, the men who are able to 
separate those who stand by their word 
from those who do not must also be 
men who stand by their word, and a 
Credit Men’s Association is a group of 
trustworthy men who can stand by their 
words and are therefore trustworthy and 
useful. 


Mr. Meng’s mission at Lincoln High 
School was to help young students pre- 
pare for the future by bringing to them 
first hand information and knowledge 
from China, one of the truly great fields 
for foreign service in the period of re- 
habilitation in the peacetime to come. 


. 34 


Chicago Group Wins 
Membership. Award 


Among Credit Women 


The winner of the membership award 
among the Credit Women’s Group this 
year is the Credit Women’s Club of 
Chicago. That club was credited. with 
having obtained 53 new members or a 
percentage of 145.7. The number of new 
members secured by Credit Women’s 
groups this year was 144. 

Each year at the Credit Congress the 
National Association features a scholar- 
ship drawing award for the Credit Wo- 
men’s groups. As the Credit Congress 
has been postponed this year, the draw- 
ing took place in the National office and 
Mr. Heimann drew Birmingham, Ala- 
bama, as the lucky winner. 

The Credit Women’s groups awarded 
29 scholarships this year. 

Tacoma: The Tacoma Credit Women’s 
Club held its annual Bosses’ Night, in 
the Junior Ballroom of the Winthrop 
Hotel. Beginning with a social hour be- 
fore the dinner, the evening progressed 
with an International flavor. Using the 
theme of a cruise to the Latin American 
countries, members of the club and their 
guests were entertained with Russian 
dances, South American music by a girls’ 
quartet, and a very interesting and color- 
ful talk by Mrs. Roger Mastrude, a 
Tacoman, who spent more than a year 
as an exchange teacher and scholar in 
Chile and visited many of the other Latin 
American countries. She told of customs 
and living habits and conditions in those 
countries so different from the United 
States. 


THE MILLENNIUM — When 
a creditor gets a 100 per cent pay- 
ment in a bankruptcy liquidation, 
that’s news; but when he gets that, 
plus 6 per cent interest in addi- 
tion, that’s the millennium. 

Creditors of Greenebaum Bros., 
Philadelphia shirt manufacturers, 
who failed in 1941, received the 
final payment on their claims in the 
early part of 1944. This was 
brought about largely by the will- 
ingness of the Philadelphia Na- 
tional Bank to stand aside and per- 
mit other creditors to be paid, while 
they held a life insurance policy 
on one of the officers. That officer 
died early this year, and after the 
bank collected, there was sufficient 
left over to pay interest to the un- 
secured creditors on their claims. 

The Committee which helped in 
the administration of this case 
was made up of Malcolm D. Mac- 
Innes of L. F. Dommerich & Co. 
H. C. Folcke of Albert H. Vandam 
Co., Inc. and Capt. C. K. Evans 
(succeeded by A. James Mill) of 
Mill Factors Corporation, all of 
New York City. 
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Baltimore Aims at 
25° Gain During 
Next Fiscal Year 


Baltimore—The Baltimore Association 
held its Forty-Eighth Annual Meeting 
and Election of officers at the Lord Balti- 
more Hotel. The guest speaker was 
Honorable William Franklin Sands, 
Washington, D. C., who spoke on “Our 
Jungle Diplomacy.” H. F. B. Kerr, presi- 
dent, made a special report on the work 
of the Baltimore membership committee 
which obtained 79 new members during 
the Association year just closed. Presi- 
dent Kerr also advocated a seven point 
program for the Baltimore Association, 
which included education, junior mem- 
berships, veterans advisory committee, 
special taxation program, legislative ac- 
tivity, improvement in the calibre of the 
monthly Association meeting. President 
Kerr also proposed that the Association 
might well show an increase of 25% in 
membership during the 1945/6 year. 





Philadelphia Inaugurates 
New Officers at Dinner 
Program on June 15th 


Philadelphia: The Credit Men’s Asso- 
ciation of Eastern Pennsylvania in- 
augurated the new officers and directors 
with plenty of fun and. good humor on 
the evening of June 15 in the Main Ball- 
room of the Ritz-Carlton Hotel. 


The entertainment consisted of dancing, 
renditions by the SKF Choral Society 
of 30 voices and a humorous sketch in 
which every officer was unmercifully 
lambasted for his eccentricities. Cock- 
tails and a buffet supper were served 


and a spirit of good fellowship pre- 
vailed. 


The affair was successfully arranged 
by the Entertainment Committee, H. L. 


Munroe of SKF Industries, Inc., Chair- 
man. 


Chicagoans Hear Three 
Talks on Foreign Trade 


_ Chicago: General principles underly- 
ing foreign trade were discussed by a 
panel of three speakers at the June 
monthly luncheon of the Foreign Trade 
Group of The Chicago Association of 
Credit Men in the Embassy Room of the 
Morrison Hotel, Thursday, June 14. The 
speakers were E, L. Davidson, Assistant 
Regional Manager, Bureau of Foreign 
and Domestic Commerce, Department of 
Commerce, Chicago, M. C. Hesse, Con- 
tinental-Illinois National Bank and Trust 
Company of Chicago and Henry Bright, 
the First National Bank of Chicago. 
Members of the Group were urged to 
Participate in the Foreign Credit Terms 
Survey now being conducted under the 
Joint sponsorship of the Bankers Asso- 
Cation for Foreign Trade and the 
Foreign Credit Interchange Bureau of 
National Association of Credit Men. 
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Elmer P. Trussell of 
Armour Retires After 
45 Years with Packers 





Omaha: Elmer P. Trussell, divisional 
credit manager of Armour & Company, 
South Side, Omaha, Nebraska, retired 
on Friday, May 4, 1945, after 45 years 
of continuous service with Armour & 
Company. Mr. Trussell’s credit activities 
began in 1900 and in 1912 he became the 
manager of the Credit Department, a 
position which he has since held. Mr. 
Trussell’s 33-year record as manager of 
the department is one of splendid achieve- 
ment. During this time he has mani- 
fested a keen and active interest as a 
representative of Armour & Company in 
the Omaha Association of Credit Men. 

Mr. Trussell has served on the ma- 
jority of the important committees of 
the association, served on the Board of 
Directors from 1921-35 and as president 
of the Omaha Association of Credit Men 
during the year 1925-26. Mr. Trussell 
has a wide acquaintance in the credit 
fraternity and his many friends wish for 
him continued enjoyment of health and 
happiness for many more years. 





Industrial Supply and 
Machinery Group Shows 
Growth in Chicago Area 


Chicago: Ray C. Perlick, chairman 
of the Chicago Industrial Supplies & 


.Machinery Credit Group, reports a steady 


month by month increase in the group’s 
active membership. One of the methods 
used to sustain member interest, he says, 
is provided by the Group’s Entertainment 
Committee which arranges a special pro- 
gram quarterly. 

At the June quarterly meeting the 
speaker was Letcher Lusby, Educational 
Department, Schenley Distilling Cor- 
poration. Subject, Alcohol in War and 
Peace. 
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4 More Convictions 
On Fraud Charges 
Obtained by F.P.D 


As a result of investigations made by 
the Fraud Prevention Department of the 
National Association of Credit Men, in 
cooperation with the Federal authorities, 
four persons were convicted during the 
past month on charges involving the use 
of the mails in a scheme to defraud. 

In the case of Philip Silver of New 
York, a jobber of drygoods, Milton 
Sacksman and Thomas Edgerton entered 
pleas of guilty to the indictment returned 
by the Federal grand jury during the year 
1938. Sentence was suspended in the 
cases of both men. 

In the above named case, four others 
were convicted during the same year, 
one of whom, Philip Rubin, was sentenced 
to a term of two years in prison. A 
second, Nat B. Zimmer, was sentenced 
tu one year and one day and Jack Dor- 
gan and Isaac Nacht received suspended 
sentences and were fined $10 and $500 
respectively. 

In the case of the Glendale Linen Com- 
pany, New York, Joseph A. Zimmerman, 
Vice-President of said company and 
Thomas F. O’Neill, accountant and 
auditor, entered pleas of guilty on June 
1st to the indictment which had been re- 
turned against them charging a violation 
of the postal laws in connection with the 
mailing of a false financial statement. 

Zimmerman was sentenced to a term 
of imprisonment of three months to be 
followed by a probationary period of one 
year. O’Neill’s sentence was suspended 
and he was placed on probation for one 
year. 


Philadelphia Has Record 
Attendance at Wind-up 
Luncheon for Season 


Philadelphia: At the final monthly 
luncheon meeting before adjournment for 
the summer months, The Credit Men’s 
Association of Eastern Pennsylvania had 
a record breaking attendance of 232 to 
hear Carroll Alcott at the Bellevue-Strat- 
ford Hotel. 

Mr. Alcott spoke upon “America’s 
Future in the Pacific” and he developed 
many pertinent factors. He spoke with 
authority because he was a resident of 
the Far East for more than 20 years, 
having acted as editor, foreign corre- 
spondent and radio commentator. 

He compared marketing in the United 
States with Japan. In the United States 
he said we advertise and sell a product 
and if a big market is developed the mer- 
chandise must be good, while in Japan 
if a product is manufactured and dis- 
posed of in large quantities, it makes 
face irrespective as to whether or not 
it holds up. In Japan, if you can get 
away with anything it is face. 

President William E. Vollmer acted 
as Chairman of the meeting. 
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Alabama "C" Men Offer 
Special Service to War 
Veterans on Business 


3irmingham—The Alabama _ Associa- 
tion of Credit Men was given consider- 
able publicity in the Birmingham papers 
on its Veterans Advisory Board. One 
paper ran a three column chart showing 
the organization of the Advisory Board 
and naming the individuals who had been 
signed up to serve as advisers for service 
men in various lines. F. C. Aldridge, 
The Linde Air Products Co. is general 
chairman of the Veterans Advisory Board 
with five Vice-Chairman covering several 
lines of retail business endeavor. W. C. 
Darby, Secretary-Manager of the Ala- 
bama Association announces that a large 
number of veterans have already taken 
advantage of the service offered by this 
Association. 


77 Enrolled in New 
Credit Association 
In Jacksonville, Fla. 


Jacksonville—Seventy-seven members 
have signed up for the newly reorganized 
Jacksonville Association of Credit Men 
which is scheduled to begin operations 
on July Ist. The work of re-organizing 
this Association was in the hands of Bud 
Haider of Central Credit Interchange, 
St. Louis and E. B. Moran, Membership 
Promotion Manager Chicago Office. 

Duval M. Smith, Secretary Manager 
of the Tampa Association of Credit Men 
also assisted greatly in the re-organiza- 
tion works. It is expected that this 
Association will reach the one hundredth 
membership class for the end of the 
present Association year. 


Retail Credits Covered 
In Book Issued by Natl. 
Retail Dry Goods Assn. 


Credit executives whose operations ex- 
tend over into the retail field probably 
would find the 1945 Credit Management 
Year Book of the Credit Management 
Division of the New York Retail Dry 
Goods Association of considerable help 
in their work. This book, which will be 
published early in August, will contain 
forty-five chapters dealing with impor- 
tant retail credit problems. Those de- 
siring a copy of this year book, should 
send their order at once to the New 
York Retail Dry Goods Association, 101 
West 31st Street, New York 1, New 
York, as only a limited quantity of this 
year’s edition will be printed. 


Milwaukee Institute 
Courses Prove Popular 


Milwaukee—The 
tion of Credit Men has just completed 
a successful semester of National Insti- 
tute of Credit courses in conjunction with 
the University of Wisconsin Extension 


Milwaukee Associa- 


Division. Thirty-five students were en- 
rolled for the course, twenty-two of whom 


Credit and Financial Management . 


Recordation Bill Is 
Defeated in Illinois 
By a Narrow Margin 


Chicago: Senate Bill 196 sponsored by 
The Chicago Association of Credit Men 
and requiring filing with the county 
recorder notice of the assignment or the 
intention to assign Accounts Receivable 
was defeated in the State Senate at 
Springfield by a narrow margin. All 
those voting for the bill were from Chi- 
cago with the exception of two down- 
state Senators while those opposing the 
bill were all down-state members except 
two from Chicago. 


The bill was introduced by Senator 
Norman C. Barry of the 21st Senatorial 
District in Chicago. Two hearings were 
held on the Bill in the Committee on 
Judiciary to which it was referred. Sev- 
eral members of the Legislative Com- 
mittee of the Chicago Association were 
present at both hearings in support of 
the Bill and contacting individual mem- 
bers of the Senate. They were ably 
assisted by members of the Associations 
in Springfield, Peoria and Quincy. 


Kert J. Koebig Named 
New President for "46 
At Gala LACMA Event 


Los Angeles: The annual meeting of 
the Los Angeles Credit Managers’ Asso- 
ciation was held in conjunction with the 
annual Trade Group Night at the Los 
Angeles Breakfast Club. A truly gala 
occasion with attendance breaking all 
records. 


The following officers were elected: 
Kurt J. Koebig, The Liquid Carbonic 
Pacific Co., Ltd., President; Robert D. 
Roberts, Union Oil Co. of Calif., First 
Vice-President; Lewis J. Ashby, Mc- 
Kesson and Robbins, Inc., Second Vice- 
President; Holden E. McManigal, Sum- 
mers Mig. Co., Treasurer. The follow- 
ing new directors were elected: one year 
term, Roberta Mansfield, The Firestone 
Tire and Rubber Co.; Fred A. Cates, 
Arden Farms Co.; Lawrence B. Hale, 
Roy L. Henry, Gough Industries. For 
three year term: Bryant Essik, Essik 
Mfg. Co.; Roy Worth, The Electric 
Corp. of Calif.; T. W. Johnson, Security 
First National Bank of Los Angeles, and 
O. L. Cox, Miller Kuhrts and Cox. 

In keeping with the custom of this 
gala occasion all tables were tastefully 
decorated, many typifying the represented 
industry. Interpolated music enlivened 
the dinner. After the business session 
including election and introduction of new 
officers and directors, the president pre- 
sented all employees of the association 
having served five years or more. 


were enrolled as members of N.I.C. 
Opinions expressed by students at the 
close of the semester indicate that many 
of these will continue their studies next 
Fall, seeking credits for Associate and 
Fellow awards. : 
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Termination Settlement 
Is Featured in Course 
By Chicago Association 


Chicago: In order to expedite the early 
settlement of U. S. Government war con- 
tracts, so that the money due can be 
quickly paid, The Chicago Association 
of Credit Men is co-operating with the 
Termination Coordination Committee of 
the Chicago area in a contracts termina- 
tion training course. Members oi this 
Committee represent all services of the 
Army and Navy. 

Members of the Chicago Association 
are being urged to participate in a four 
and one-half hour training course for all 
contractors, sub-contractors and suppliers 
as far as the fifth tier. In this course 
every step in a complete termination is 
presented by a team representing all of 
the services. In addition each one attend- 
ing the session is given a manual with 
the complete procedure, forms, etc., re- 
quired in the settlement. 

These training sessions are held in 
Chicago every day from Monday through 
Friday from 1 to 5 o'clock in the after- 
noon. 


Spokane Mourns for 
Charles A. Stevens 


Spokane: Charles A. Stevens, 75, credit 
manager for McKesson & Robbins, Inc, 
Spokane, passed away May 5. Mr. 
Stevens served as credit manager for 
his firm for the past 20 years in Spo- 
kane and has been very active in the 
Spokane Association of Creditmen since 
its inception. He served as a Director 
of the Northwest Council and at the 
time of his death was Chairman of the 
Legislative Committee of the Spokane 
Association. 


William H. Maurer With 
Amer. Seating 43 Years 


Grand Rapids—William H. Maurer for 
the past forty-three years connected witll 
the American Seating Co. and since 192 
Credit Manager is still active in the force 
of this important furniture manufactur 
ing establishment. Bill Maurer’s first jo) 
with his firm was that of office boy, thet 
as sales correspondent and then in 192 
he was named credit manager. He says 
that his training in the sales departmett 
was of great help in his job as head 0 
the credit department. 


E. H. Heller Mourned 
at Louisville 


Louisville—The death of E. H. Heller. 
Credit Manager of the Citizens Fidelity 
Bank and Trust Company, is greatly 
mourned by members of the Louisvillt 
Credit Men’s Association. Mr. Heller 


had been a member of this organizatio f 


for thirty-five years and served-as Presi 
dent in 1934/1935. He was particularly 
well known in the Robert Morris Ass 
ciates, the organization of bank credit 
executives. 
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EBTORS don't want to fail. But sometimes they are pushed into 
failure. By whom? By the very people who should want to save 
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What is unusual about this man? 

It’s his ability to inject the price- 
less element of control into your busi- 
ness records ... to give them “Fact- 
Power.” 

Without control, records are a 
mere history of stock... cost... 
personnel ... sales. Such records fazl 
to indicate in themselves what action 
Should be taken, and when. Minor and 
major decisions alike must wait upon 
analysis of recorded facts, unless 
record systems provide control. 

Sight analysis, 
made possible by 
the development of 
Kardex Graph-A- 
Matic charting sig- 








... 1 among many methods and types 
of equipment from which the Sys- 
tems Technician selects and combines 
those best suited to individual needs. 


HE frees busi 
the curse of 





aa 


ness from 
idle facts 


nal control, is saving thousands of 
man-hours every day because some- 
body called in the Systems Techni- 
cian. While providing the all-im- 
portant control, this man also knows 
how to simplify and consolidate du- 
plicated and overlapping records. He 
can design them to eliminate waste 
effort, house them for faster, easier 
reference, protect them from fire at 
the point of use. 

Through knowledge interchanged 
with his hundreds of colleagues, he 
offers you the accumulated record- 
control experience of leading organi- 
zations everywhere. He is at our 
nearest Branch Office, and can go to 
work for you today. 





HME brings fluctuating costs under visible 
control. The Superior Foundry Co. (Cleve. 
land) modernized its cost records to (1) 
reduce production costs (2) obtain fast, ac- 
curate, profitable estimating (3) improve 
production planning. Kardex centralizes 
data in one place, with Graph-A-Matic sig. 
nal control charting on visible margins the 
percentage above or below standard of cur- 
rent runs, Superior can see costs, act prompt. 
ly! Story is in June issue of “SYSTEMS.” 





HE simplifies control of 3,000,000 
papers monthly for motor maker. Wright 
Aeronautical Corp. needed a filing svstem 
to keep pace with mushrooming war activi- 
ties, yet retain basic simplicity. The solu- 
tion: Variadex, the expansible alphabetic 
index with rainbow color “finding” for max- 
imum accuracy and speed. Effective filing 
control ends waiting for “lost-or-strayed” 
papers. Remington Rand filing systems and 
equipment are designed to meet every indi- 
vidual need. 





HE combines credit, collection, accounts 
receivable operations...lowers costs 2/3. 
Study at Luden’s, Inc., famous candy and 
cough drop makers, indicated Kolect-A-Mati 
Unit Invoice System would simplify proce- 
dure, speed collections, reduce costs. Now 
4 girls easily do the work that would need 
12 with old system. Credit and collection 
control are visual. “Posting” to accounts Is 
done by filing, or removing, invoice copies 
from ledger “pockets.” Simple, fast, accurate, 
and fool-proof! Ask for Folder SN 588. 
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